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1 AN ACT to repeal 2517 (3) (bh) and (d), 25.17 (3) (dm), 25.17 (15) and 25.17 (65):
2 to renumbey’and amend 25.17 (3) (a); to amend 25.14 (1) (a) (intro.), 25.14
3 (1) (a) 1.,25.14 (5), 25.15 (2) (intro.), 25.15 (3), 25.16 (4), 25.17 (intro.), 25.17 (1)
4 (t), 25.17 (2) (b) to (), 25.17 (3) (b) (intro.), 3., 4., 5. and 7., 25.17 (3) (ba), 25.17
5 (3) (bd), 25.17 (3) (dg) (intro.), 25.17 (3) (). 25.17 (3) (g), 25.17 (4), 25.17 (5), 25.17
6 (6), 25.17 (7) (a) and (b), 25.17 (10), 25.17 (12) (a) and (b), 25.17 (70) (intro.),
7 25.17 (70) (b) (intro.), 25.17 (70) (d), 25.18 (1) (intro.) and (¢) and 560.08 (2) (m):
8 and to create 25.14 (1) (a) 19. to 23., 25.156 (10) and (11), 25.17 (1) (eq), 25.17
9 (1) (vb), 25.17 (2) (), 25.17 (3) (a) 1. to 15., 25.17 (63), 25.175, 25.178, 25.18 (1)
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(fa) and (ha) and 25.182 of the statutes; relating to: investments and

operations of the State of Wisconsin Investment Board.

Ana] ys1s by the Legzs]atzve Reference Bureau

o
The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:
Jumsdlctu;ﬂ/ ndmanage/g)eﬁt of the be rd to be opera od ass n
e h
hg;pé/ ose, subge’ct tos. 25.17 (63), of maagr ging the securities of-all of the states
v g fﬁstmg of the funds spﬁ@:f%d in s. 25. "i«{\l , except all of e fMlng %%
} “‘S»»,Q‘***NOTE If )//omﬁmk this treatmeﬁ?‘tﬁ unnecessa%,} {minate it. . ]
1 ‘ Q*‘%% H
\ **:’;NQTE I m not sure what to make of s. 64\5“”4»@4},@, )Tt Seems similar to created -
g s. 25,17 (63);~allowing for investment in the SIF wi @ﬁwgéng%fﬂ@nmﬁed as a SIF E
{ /Ofriponent funﬁ’“ If you want to retain the treatntent above, do'§ Malso ‘want to add s. ) %
T 645.46 (162 as an underscored cross—reference? ‘ g A
SECTION 2. 25.14 (1) (a) 1. of the statutes is amended to read:
25.14 (1) (a) 1. The state life insurance fund.
| 2 NOTE: Id' not amend theerms state}rfé fund” or hfffund outsideof ch. 25 ,E
; - fomﬁstance i 20,145 (4) (intro.) and (V) 04.02 (1) ( ﬁfﬁ 02 (1) aﬁg607 07 ( X
L Is t%ns consist t 1th your intent?

SECTION 3. 25.14 (1) (a) 19. to 23. of the statutes are created to read:
25.14 (1) (a) 19. The local government property insurance fund.

20. All funds of the historical society that are available for investment as

determined by the society under s. 25.17 (3) (c).
21. The environmental improvement fund.

22. The transportation infrastructure loan fund.

23. The veterans trust fund.
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SecTION 3
f Horkx "‘ffg Do you wantto 1nclude the}medlatlon fund in the_ SIF? See s. 655. 68% E
| (4) (b)2(Is the investmerit directive in 5:655.68 ( 4) (b}, particu fly the “short-t,,efm g
{ component, consmtep ‘with general SIF mvestmem;/authmyp2 s ;
< e , I : "/ ,J«»v*“”’}
1 SECTION 4. 25.14 (5) of the statutes is amended to read: ‘&35 et

PLAIN
j5.14 (5) The assets of the state investment fund shall bg/ invested as

@s@%?% :;;%5 . AE q a b 55{;
, ap-x:eseﬂ—bedjgf s.ss. 25.17 3) (b), (ba@ (bd) :
Mded a more-narrowly—railored cross-reference to s. 2;&// 5
r |
%g
j

iven t):{e ‘invested as prescribed” lz;,ﬁ’éuage of this:provision. 1s this okay? Is the. 81
/cons;dered to ha%ﬁthority V};x'h respect /toeach the msﬁ“uments m,fthese
cross—referenced d provisions? v
Lo 5 ;./NMW‘N; ; -

SECTION 5. 25.15 (2) (intro.) of the statutes is amended to read:

5
6 25.15 2) STANDARD OF RESPONSIBILITY. (intro.) Except as provided ins. 25.17
J J/ 2) (%/ the standard of responsibility applied to the board when it Lmzegt«sgmoney OF
§ / ,x/
8 property shall be all of the following: ekl
v **%”NOTE The draft creates s. 25.17 (2) {g), which Lassume youalso want InCIuged
TN m the cross- —reference here. Since i LSeems that all gfthe subug;ﬁf of s, 25:17 (2) ;hould
} Z bwncluded in the cross—reference; refer only to M (2) (whichrincludes all par&graphs) f

SECTION 6. 25.15 (3) of the statutes is amended to read:

(2
(2 (ZE200es notapply to T .

woNoTE: [ don’t’understand thls change Under what part of s. 25.15 would s.
881.0)-apply? Also, At s. 881.01 categormally doesnot apply to SWFB investments, why
is itfecessary to ggam refer to chj 881 in s. 25. 17 (2)7 Asfaras] (;an tell, there issho other

E;éwsmn in c}}f@Sl that is nedessary to haye apply if s. 88101 does not apply If the
Apurpose of thﬁ bill is in pa;w%oé provide bept’er clarity, I thl}}fé’ the references in ch. 25 to/
“15.881.01 op“’ch 881 could be better harmehized by conso};,datmg them inté one provision.
Unless yﬁ{; believe s. i§;¥ 015 or some g;ffner provision ofch. 881 apphesf‘fo SWIB, I would
suggesf changing th% ross— referer;cé ins. 2515 (3) fuém s. “881.01" yﬁf “ch. 8817 anégthen :
ehrpri’natmg altogether, in s. 25. ,F? (2), all of thereferences to/ch. 881, smge these |
referemes would r?hen be redundant \/

12 SECTION 7. 25.156 (10) and (11) of the statutes are created to read:

13 25.156 (10) The provisions of s. 895.46 (1) apply to the members of the board.
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SECTION 7
1 (11) Notwithstanding s. 16.865 (5), the members of the board shall have the
2 authority to secure directors’ liability insurance in amounts reasonably expected to
3 be adequate.
4 SECTION 8. 25.16 (4) of the statutes is amended to read:
5 25.16 (4) The executive director shall take the official oath and the executive
6 director, chief investment officer, and each investment director shall, if required by
7 the members of the board., file a bond for the faithful performance of that person's
8 duties in such amount and with such sureties as the members of the board require.
9 T SECTION g /5/[ 7 (mt;;g/? of the statutes is amenc}/e«d to read: ;?"‘“‘““%E o

10 25.17 waers aﬁd duties of’ board (mtfro) The Stafe of Wlsconsm

11 Investment Board’shall be a b(ig,y’ corporate W;t’ﬁ power to sue’ and be sued in said
/

e
12 name. The board shall have ,ﬁ’ seal with t};é’ words “State‘of W1sc0n$m Investment

13 %Board ubject to s- ss. 25 178 and 25. 183 the board shall:

| SA—— R

14 SEcTION 10. 25. 17 (1) (eq) of the statutes is created to read:

., e
e
kmwmw'm"“ "

25.17 (1) (eq) Environmental improvement fund (s. 25.43), but subject to sub.

SEcCTION 11. 25.17 (1) (r) of the statutes is amended to read:

18 25.17 (1) (r) State housing authority reserve fund (s. 25.41), but subject to sub.
19 (2) (c);

20 SECTION 12. 25.17 (1) (vb) of the statutes is created to read:

21 25.17 (1) (vb) Transportation infrastructure loan fund (s. 25.405), but subject

22 to sub. (2) {e);

1
5*’ o **Ng}r}z Do you want to add the © me fion fund,” s. 655, te s. 25. LZ(I}° Do “
you want"{o add any sp ific treatment in s 7 related to “medfation fundf“""? nvestme \

authﬂr1ty7 Y

23 ) SECTION 13. 25.17 (2) () of the statutes are amended to read:
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SECTION 13

: ;,) '?Tf ) (b) Invest the state building trust fund in loans to the Wisconsin State

Public Building Corporation, to the Wisconsin University Building Corporation, and
to the Wisconsin State Colleges Building Corporation. Except for interim loans for
construction, or other temporary financing for the purchase of lands, planning,
5 including both engineering and financing, and all other expenses incidental to any
of the foregoing, loans under this paragraph shall be secured by a pledge and
assignment of net revenues derived from the operation of buildings by the borrowing

6

7

8 corporation on lands leased or conveyed to the corporation. Any loan under this
9

paragraph shall be made upon the direction of the building commission, and the

T ANOTE: As entioned bove, you mightconsider-changi gﬁ'-the»@mss»—refew‘f‘ice’”‘“i
[1.11 S,/275 15 (3) to"ch. 88 16”{9figzhminatin erices to ch. 881 in @h’ of the |
paragra hs thls subsection (and sub. (3) (c) as well). ~ P |

e

R — — ,
] weNOTE: ile thi;%}(’ sentence of S. 25.17 (2) (a ,ffrnore or less undércuts “ThHe

f impact'of the remainder of that provision? as discussed ifi the drafter’s nﬂte I find the’

| (intpd.) of “shall” (*shall .,/invest”) for the provision confusing. Do your “want to repls(ce

g owy

| “invest” with “have autlority to invest” in par. (a) arid in any other péragraph of sub. (2)
:‘f ( )? Cempare s. 2517 ( @) (a) w1th s. 25.17 (3) (bd) and (dg). ,ff i
[ P 8- e

s
—

j };7‘{!0’1“}3 Wit respect to's. 25. 17{2) (a) I also tmn’f{ that the provisiorn'should be y 3‘%
f amengdéd to add te'the list of exclude)ff funds “any rgﬁempuon fund ebtc;j;a*hshed under s¢” \

18.561 (5) or 18562 (3)." See ss-18.561 (5) and}SSGZ 3); comparey 25.17 (2) (a) with |
% ;fzs 14 (1;;{.31) 5., 15m., and/i’é

12 () Inv;,st the State Housing Authority reserve fund as directed by the

13 Wisconsin Housing and Economic Development Authority in housing rehabilitation

14 loan program bonds of the authority including subordinated bonds that may also be

15 special obligations of the authority. In making the investment, the board shall accept

2 Ros ‘H}%\x\ the terms a?gf ;;;htmns as the authority specifies and is relieved of any obligations
17/ fe}aa#ejto ment investment of the fund, including those set forth under 5. 25.15

ke g”%gg' w gl
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SEcTION 13
1 (d) Invest the environmental improvement fund, and collect the principal and
2 interest of all moneys loaned or invested from the environmental improvement fund,
3 as directed by the department of administration under s. 281.59 (2m). In making

investments under this paragraph, the board shall accept any reasonable terms and

conditions that the department of administration specifies and is relieved of any

W/N:g;www o PRAIN }
/6) obhgatmns/fjm;fm%&@
i\\/ W v

/A . T ?a:? 28 f’%ﬂ? 5’3
/7 forth underfs. 25. 15(2)@@&“ frike aed mo

s B o

¢ to prudent investment of the fund, including those set

S, I e b

> NOTE: Sectiony 25.17112) () uses the phras Zrelative to pradent mvestment, \
while s, 2517 (2) (c};fand (e) use w{/pﬁrase "relevatit to prudent )ﬁéitment Smcgfthe %}%
!

language provu};d in the instructions uses thé word “relative” in pars. (b) an
assﬁme this %?/YOUY preference’f For consisteficy, I have ch ged “relevant” to’ relatlve %

m pars (d) e),and (). R

8 (e) Invest the transportation infrastructure loan fund, and collect the principal
9 and interest of all moneys loaned or invested from the transportation infrastructure
10 loan fund, as directed by the department of administration under s. 85.52 (4m). In

making investments under this paragraph, the board shall accept any reasonable

terms and conditionsPthat the department of administration specifies and is relieved
! 1=

L - S |
ey K8 And MGV

15 ; \Wst the mone&s bélonémg to the ‘college savmgs pmgram trust 1, the

16 college saving?‘}”ﬁmg{im bank deposit trust fund, and the college-savings program
17 credit union deposit tllzls&f"'“fun\c&{lii'in a manner gggs%ﬁfent with the guidelines
18 established under s. 14.64 (2) (¢), Uﬂl;i%%@g;;s are under the management and
19 control of a vendor selecte/gi/ under ;, 16.255. In Wzgﬁﬁrg\j\g}'estments under this
20 paragraph, the Ni/ggesti’ﬁ;g;: board shall accept any reasonable t:gﬁémi conditions
21 that thpeoﬂfaée savings program board specifies and is relieved of any owt;i%i%gé“t@i@gs
- ~,
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SECTION 13
.
kw«wm — < . Mm\“‘*\\
1 | relevafﬁ/relaiwe to- *prudent mvest Meﬁt of the fgnd mcludmg tbe standard ﬁf E
2 | xf sp0n51b1hty under s. 25.15 (2), fand ch. 881. - - sz‘ [
rEponsiblcy G J
3 SECTION 14. 25.17 (2) (g) of the statutes is created to read: I
A0 (7]
{2/’ 25.17 (2) () Notw1thstand1ng any other pr0v1510n of thls chapter, invest funds
S by \ A — pa AN
(5 ; ithe buﬂdmg Qommlsslonggnder s. 18.04 (6) (b) asm%@eﬂ“
f;fﬁ\ o f*f%?é{»ﬁfff f‘{,&:?
[ 6) rand that)resolution. In making investments under this

%

- ****NOTE Iyassume that _investment gpder this paragraph is mandatory, not-"
permisswe andfthat shall mvest is the appropriate ¢ dn*ectlve f_/”“ e

;MM“ ’

#xNOTE! ThlS prov151on is only slightly modified frgrn the language p rovided ir
instructions:” I am uncertain whether this provision aceﬂmphshes your intent. There are |
two d]ffere’rjlt types of resolutions under s. 18 04.(6) ;ﬁ one creatmgﬁr de&gnaur}g’ funds
or accajunts for deposit and a secon j |
repa»y*‘ment fund. Bﬁd you intend’that both typ

the language }«5’? ss.18.04 (6) {c) and 45,
deposited inthe veterans _mortgage 10;61 !
g{; If the ansyver is all, df,}és 1t

% , ﬁ) (a), whet T some or all/of the mone;?

/ ' repayment fund are invested according to such a resolu
Z make sepSe for the veterans mortgage/ Aoan repaymgnt fund to be’part of tfgg‘ 'SIF? |
§ Depend‘fng on the ansmﬁ;;ér it seems that either s. 25.14 (1) or (5) would need to be't treated | |
m this bill. ..

;;;;;; e

N 'WSMWT 0B ( of the statutes is renumbered 25.17 (3) (ané and

| amended to read: -

12 § 25. I\(Q\ (@) (intro.) Invest the core retirement i é)/s/tment trust, state life
13 insurance fund, 1o 2% overnment property msg/r ce fu d. veterans trust fund, and
14 injured patients and f;\ﬁiﬂ,{e\s compensatwn fund in loans.-securities-and-any-other
1 5 ' . . y . . .

16 |

17

18
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i SECTION 15

S, RS .

1 subsection. any of the followi 1g classes of iny stments, whether the investments are

y”[&/// -
3 in a artnershi mnt venture, commingled fund or trusf: QL other collective

o .
P i,

%
S

=++NeTE: 1 did not include the term stand~ alone” because it is, not a term used jin”
ch 25,15 the Ianguage abeve okay? Would you préfer, instead of “diréctly and excségwély
e boards name the language ‘made d1 ectly in a dedicated’account” or “madé in an

to the “mygsimenﬁl?m.M»WWW_.WWAWQNM»

!] “”'%M%TE With the underscored changes, this provision includes the “local”™
government pmpgrty insurance fund,” which falls under ch. 605, and the. “state life |
5 insurance fund,” whmnder ch:607. Section 604.05 states,ﬂ“Assets of all funds ;
/ ‘under chs. 605 to 607 shall be inivested by the state investment board under s. 25.17." |
. I'm not sure if any clarification is needed, bﬁf‘“‘tfhﬁxgm ht be a question as to whether

. investment instruments available under s-25.18 are av”‘aﬂahle for these two funds. Do

you want me to make any change tor thlS cross—reference in s. 604"‘65%&(10  you want me

s ¢
s o
e

=++NOTE: With respect to the injured patients and families gumﬁ%ﬁ%%ﬁ:mn fund
i mmmméw(@ (&) prowdesw;w@stﬂaf’” & investment board shall
invest moneys held in the fund in mvet et thom aturities and liquidity that are
appropriate for the needs of the fund-as reported by the board o governe m;gg%ggarterly
reports under this paragrﬁ’rﬂi " Is this general provision necessary given the specific /
investment auj;bfff*ﬁy provided in ¢h. 25; and could this general provision ever be fcundE
to confliet w1th h specific | myﬁstmemwautheru ty-inch: 257

. WMWW S — kst
5 I ~ SECTION 16. 25.17 (3) (a) 1. to 15. of the statutes are created to read:

e —
R

°‘ \“ZQ.\N (3) (@ 1. Bonds or other evidences of indebtedness of governmental

e,

i

in the Unifé‘dﬁtates or any other developed country, of the instrument

ities of such

| governmental units, or of any private corporations domiciled in the United States or

f

| any other developed C(;a‘htry.

© 0 =N o

10 2. Loans secured by any of the follawmg

11 a. Mortgages, trust deeds, or other securlty interests in tangible property

12 located in the United States or any other devek)ped country.

13 b. Insurance against default issued by a gavemment insurance corporation of
g

14 the United States or any other developed country or by an insﬁng;r authorized to do

15

business inthis state. .
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SECTION 16

1 3. Preferred or common stock of any corporation organized in the United States

2 or any other developed country:.

. **NOTE: Does “organized” in this subdivision mean incorporated (or othervwlse
forfned ifan LP, LLP, LLC, etc.)? Will this term allow investment in major companies
operatmg in the U.S. who decide to incorporate “off~shore” in very small countrles’? Wili
SWIB'invest in companies organized in the Bahamas, Panama, Samoa, Belize| Nevis,
British VI Qatar, or the United Arab Emirates and are these “developed” cg{mtrles'?

3 4. Prope ;y needed for the convenient transaction of the boal;d s business.

****NOTE Is this subdivision primarily in the nature of an mvestment authority?
Would this auth@rlzatlon fit better in s. 25.187 I also find the language problematic. What
does “needed” for the “convenient transaction” of business mean? Is ownership of an office
building, for example, “needed” for the “convenient transaction” of the board’s business?
Does it make sense that certain trusts or funds hold it as an asset if the “convenience” is
to all funds and trusts?

4 5. Real property, 1 %gether with the fixtures,/furniture, furnishings, and

5 equipment pertaining to the I:eal property, that is laeated in the United States or any

6 other developed country and that produces, @r after suitable improvement can

7 reasonably be expected to producﬁ gsubstanmal income.

8 6. Investments in property and ijtles for the development and production

9 of solar or geothermal energy, fossil or nthemc fuel, or gasohol, including ownership
10 and control of such property and famhtles of up to 5 percent of the amount by which

11 the fund’s or trust’s net asset va}ue as of the previous December 31 exceeds $2 billion.

**+*NOTE: To match the (mtro ) to this subdivision, I have changed “fund’s net asset
value ...” to “fund's or trust’s net asset value ...." Talso’ ‘tried to clarify the equatlon slightly.
Asa draftmg convention, “we no longer use mcludmg bl}{ not limited to ...”; simply stating

“including” has this meamng Y

#sNOTE: Does the 5 percent cap and $2 billion ﬂoor make as much sense for SWIB

as for the msurers? Looking at current AUM, it appears tH@t only the core retirement
‘ investment trust/ ‘would qualify for any investment under th1§§ubd1\71510n
12 7. Mortgage bonds of farm loan banks authorized undar the federal farm loan
13 act and debeptures issued by the banks for cooperatives estabhshed pursuant to the
14 farm credit act of 1933, as amended. N
7 Y
/ =+NOTE: This language, originating from Wis. Adm. Code Ins. 6.20 (8) (a) pears

to, be obsolete. First, it seems that the federal farm loan act (FFLA), 12 USC 641, ha \ka
repealed [ think the FFLA established “federal land banks” and not “farm loan ban
/and I believe that these federal land banks became “farm credit banks” or agrwultura’h

f’

] s SO BT —




w

~ o T

11
12
13
14
15

”‘ to me what a “mortgage bond” is — is it a term of art under the repealed FFLA or a ,
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credit banks” as a result of the Agricultural Credit Act of 1987. Also, it is not apparent

a

mortgage-backed security? Finally, I believe there are also no more “banks for
N cooperatives;” I believe these may also have become “agricultural credit banks.” ’

~+NOTE: For short-term debt, the authority provided under this subdivision may
""\already be covered under s. 25.17 (3) (dg) 1. /

8.~ Equipment trust certificates evidencing rights to receive payga"énts agreed

ek NOTE I have modified the language shghtly from Wis. Adm, €ode Ins 6.20 (8)
(b), as it seems to me that “equipment securities” is a meanmgleés term if ETC is
specifically referenced in the subdivision. }g

or other government &genmes having similar pﬁwers and functions, but the

aggregate of these mvestments may not exceed, 1 percent of the fund’s or trust’s net

=++NOTE: This provision tracks Wis. Adm Code Ins 6.20 (8) (e). It's meaning is
somewhat unclear to me. 1 mterpret the prov1smn to refer to investments in acceptable
collateral that may be pledged by a depgsitory institution to secure a loan through the
Discount Window of the various Federal Reserve Banks. Is this correct? If so, do you want
to revise the language of this subdlwswn?

ey

10. Direct obligations of ferelgn ggvernments but the aggregate of these
investments may not exceed 1 percent of the funds or trust’s net asset value as of the

previous December 31.

==+NOTE: Is this, investment authority intended tO apply only with respect to debt
of lesser developed countries? When would sovereign debt.of another country be subject
to the 1 % cap under’subd. 10. and when would it not be sumect to a cap under subd. 1.7
You may wish to include “Except as provided in subd. 1.” at the’ “beginning of this provision
or “Subject to sabd 10.,” at the beginning of subd. 1. Also see %{ie next ****Note.

an the United States

11. Loans, securltles or investments in countries other'”

%

and any other developed country that are substantially the samealﬂnds classes, and

vestment grades as those eligible for investment in the United States or any other
%

; eveloped country, but the aggregate of these investments may not exceed 2 percent

%”a

‘of theffund s or trust’s net asset value as of the previous December 31.

A

e SECTION-16—_




10
11
12
13
14

1
i

16
17

2007 — 2008 Legislature 11 - ARG

SECTION 16

= NOTE: Would this provision allow SWIB to hold 2% sovereign debt in lesserf”

. developed countries, or would the 1% cap under subd. 10. govern?
1 =*NOTE: While this provision tracks Wis. Adm. Code Ins 6.20 (8) (k)/ 1 am
* uncertain how to interpret it. What are “securities in ... countries” or “investments in
“countries"? Is this a debt obligation only? Or does it mclude securities of conporatlons
domiciled in lesser developed countries and, if so, only securities purchased on those
fox:elgn markets (I assume it deesn’t include GDRs or ADRs)? Do you Wamz ‘to revise the

language of this subdivision to make it clearer? /

12. i"‘:D1reCt obligations of the international bank for reconstructlon and

development; the inter—American development bank thef Afrlcan development

bank, and the L\1an development bank, but the aggregatey of these investments may

not exceed 2 percent of the fund’s or trust’s net asset value as of the previous

December 31.

> NOTE: Will otdlgatlons maturing within one¢/ year and authorized under s. 25.17
(3) (dg) 1. count toward ﬁhxs 2 % cap? Sees. 25. 17 {3) {dg) 1.

13. Shares of mvestment companies or, mvestment trusts registered under the

federal Investment Company z%ct of 1940 15 USC 80a-1 to 80a—-64.

=« NOTE; While this subchv%smn (almost) duplicates Wis. Adm. Code Ins 6.20 (8)
{n), I believe that an investment trﬁst is a type (or sub=set) -of “investment company”
under the ICA; so the term here wauld‘ 4;)8 redundant because the subdivision applies only
to “registered” entities. Do you want to let ‘or investment trusts”?

14. Purchase and ownershlp of machmery or equipment that is or will become

subject to contracts for sale or use under which contractual payments may

v.

reasonably be expected to/f'return the prmmpal of and provide earnings on the

“%

investment within the antlclpated useful life of thexgroperty, which may not be less
than 5 years, but thp aﬂgrﬂgafe of these investments m\sy not exceed 3 percent of the

fund’s or trust’s net asset value as of the previous Decem%r 31.

%

Y
15. Investments not otherwise permitted under this sectmn and not specifically
prohibited by statute, not to exceed an amount equal to 5 peiz{:ent of the first

N\
$500,000,/GOO of the fund’s or trust’s net asset value, plus 10 percent of the fund’s or

%g.

trust’s‘/ﬁét asset value that exceeds $500,000,000, as of the previous Dg?‘:ag;mber 31.
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SECTION 16
B i, _w»M

****NQT E: Where it reads “investments not otherwise permltted under this sectiorn;”
do you also warit-tg_ add investments not permitted under s. 25.178 or 25« 187 That is,
should derivatives and" other instruments be included or ex uded-from this cap?

s,
-,

oy

«++NOTE: I have included an ‘embedded note aTt%areated s. 25.182. If the intent
is to provide for a residual,.catch— “all investment authority, what- -effect w111 any asset cap
in this subsectlon have? R

e,

CONVIRR———————

i
[ Gr?
SEcTION 17. 25.17 (3) (b) (intro.), 3., 445.

) = = N § /
/ to read: o —\ 4 -

::0f the statutes are amende

25 17 (3) (b) (mtro) -Iﬁves-t‘(ny of the funds over Wthh it has investment

limited to the state investment fund and surplus funds of the state building trust

redem t10n fund

EIIAranieee&

are the core retlremem: 1nvestment tru;;t and the variabie retirement ;mvestment trusg
In par (@), T used the term “fund or tmst rather than- fund. In the underscored language
in par. (b) (mtro JYabove, I have ngt “used “funds Q,r” trusts” (despgéﬁ the reference to'sub.
(3§ (a) mtro)«)* ‘because “fund,s in the unde;:scored langu & is consistent vyith the
/preceding /ye“rm “funds” in the'same sentenayand that precegl’f;g;z term is accurﬁte in this
COanYT F ¢ 4

3. Unsecured-notes—of financial-and-industrial-issuers Debt instruments

maturing within 5 years or less from the date of settlement and having one of the 2

gvf'ﬁ“,%‘?‘!ﬁf e, v )
highest short—term ratings given by a nationally recognized rating W but if the
52\ /il“ <:i*‘ e fg &

eorporation entity issuing such netes debt instruments has any long-term senior
debt issues outstanding which also have been rated, the rating must be one of the 3

highest ratings so glven

| S ****N@ﬁ: Do you want to replace * natmnally recognized rating service” with
| natmr}aﬂy recognized std atistical rating organization” or “credittating agency registered
f Wltb/the federal Securities and Exchange Commission” or some other updated’
| tprmlnology? See/SEA (Section 15E) ﬁ15 USC 78¢ (a) (6,1) ‘and (62) and, 780-1. (Als@;’if
| /you change the }:érm here, it should,be changed in s. 25.183 (1) (a) Gﬂf “and 6m. a)//

fund not invested under sub. (2) (b) and not in the state investment fund, in:  geeoce

7 aaraas

—A
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dt by banks lecated domg bisiness in the Umted

,9"’

loan associations, s?}ﬁgs banks, and c%mons

&

#

r

f
!
|
i
|
/
I
!
§

in this state; -

leeaieedd_o_mg%(

R — T

4 5. Bankers acceptances accepted by banks lecated doing business in the United

5 States.
7. Certfficates of dep051//<§f »aieﬂleasi -$100,000 i

;; institutiohs doing busmesy in this state. The beard shall pmmuig&%g—ﬂﬂes—efaf

( Jed by solvent financial

B
S

-0 ERash () - - ]
< 5 Sie Hd o pPirtd; w*

e N o

Tf}efre seems ./ /

i if, “financial m&%ﬁutlon 4
hapters, is copstrued to meéan /
.savings and loan‘associationsfand - |
S ‘

j #+NOTE: In this provision, you have gi en SWIB discretiof
Do you want to revise;s. 25:17(3) (dg) 3. falso dealing wit
regar to the capitalization requiremesit? ‘Also, do yo

do g business in’...." in par. - (dg) 3.7

oo

s NOTE Section 25.17 (3) (b)6.
ision apply tc;/any developed cou

%

p o ot

refers.« inly to Camada Do you want to expandvthls E%
Dty 5’; e —

T

T ;zﬁgm Cngr(ges to the list QF permlsmbjé mvestments under s. 29 17 (3) (b) wi
] hav‘ 4 minor rlppxe effect,” mcha’dmg on what T understarid to be revenue bond trust |
o § funds held out51de the state tpéasury Seefss 18.08 (3) aﬁd 18. 57 (3. Ve

/ 11 - SECTION 18 25.17 (3) (ba) of the statutes is amended to read:

S,

& 5 jj A —_—
15/ including repurchase agreements/that are collateralized by investments authorized

16 by sub. (3) (b) where the market value of the collateral security is not less than 102

17 percent of the principal amount of each such loan dees-not-exceed-98%-of the-market




w

[<o TN T “2 2 & )

10

11

12
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SECTION 18

value-of such-collateral seeurity or such other amount as the board may establish by
rule.

;**NOTE Agam do you )yaﬁﬁ this paragraph"ff) read “shal},ﬁ o

have authomty/fb mvest”7 -~

read thlseg/;ﬁlsmn the 102"percent collateral value reguirement -~ '
respect to repurchase agreéments. Is tha.t» the mtent/f thmk Lhé
ppésence or-absence of a comma makes”
| meaningy

SEcTION 19. 25.17 (3) (bd) of the statutes is amended to read:

£
|
|
%

25.17 (3) (bd) Have authority to invest any funds includable included in the
state investment fund, other than the industrial building construction loan fund. in
loans, Seéuritiesi or investments which are in addition to those permitted under any
other statute but within the board standard of responsibility under s. 25.15 (2). The
total amount of loans, securities, and investments made under this paragraph may
not exceed 10% 10 percent of the aggregate value of all funds ineludable included in
the state investment fund unders-25-14-(1) at the time that the investment is made.
SecTION 20. 25.17 (3) (bh) and (d) of the statutes are repealed.

=« NoTE: It is unclear to me what authority’s. 25.17 (3) (c) provides to SWIB that N\

is not e}ve{;;/covered unider s. 25.17 (1) ;?w{()’;nd {gm) to and (3) (e) a (12) (d). ~ < \)

T alsorthink the Ias}é/ ntence of par. (c) isfepetitious and ;ﬂnfu31ng especially with t]
refgrence to ch. 881. R — e —

;

s"w.'::m;?”;?;mwwww

énts and fa i

e fund lvet ans trust fu { m jured a
f& 7

Z state lifes @”msura

w@%ﬁﬂéﬂ%m&stemw&hﬁmurmwm?

**** you ish to try to hdrmonize any f the partially jntonsistent ,:‘/ {{ !
nvestme authomty ider s. 25.17 (3)4a), (b}, and (d For example, with respect tof J
f he SIEthe 10 year gf less maturlty s. 25.17 (3) g 1 is in partla /e’({aﬂlct with thg 1 ; i&

e

g
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SECTION 21

year or less maturf;;y ins. 25.17 3) g) 1. Ifthe presurr;ptlon is that the former overrides |
the latter, wl}y/retam the latter/m the statutes? (Or we could clarify the “overriding” in |
the statutg,hy using a notw1thstandmg subjegf to...”, or “except as’provided in ...")) /
A similar‘question may be posed with respect to’ “the core retlrement investment trust
invespment authority w;fh no maturity limit Lmder created s. 25. 17 (3) (@ 1.as opposed
to the 10 year or less aturlty limit under s,/ 25.17 (3) (dg) 1. And'will World Bank bonds
tha 1 year maturity in the core retlren;e’nt investment trustbe subject to a 2 %'cap (s.
525 17 (3) (@) 12) of not (s. 25.17 (3) d 1.)? 1 would guess, that SWIB has aecountmg
“guidelines for dealing with these questions, but as a draftmg matter, we prefer to avoid ]
such amb1gu1ﬁes in the statutes. f’ wx
P 7 R S e %
e *NOTE: _/As far as I know, the ref'erence to nat10n51 credit office” in par. dg) 2. ”
is outd«ax‘%d aﬂd I believe commermglfpaper is now rgted by the credit rating. ageyfcxes
Do you wamg%izge the refererice to “national ),c«fedﬁ office”? Alse;"do youvant to
change thé refereitee.to Moody’ 's’and Standard &Poor’s in s.-25. 17 (3) (dg) 27 Itis my
unders,tandmg that ther&»agg’( now 5 nationa recognized credit ratings Agencies and
that }he intent behind the-Credit-Rating Agency "Reform Act was to promote competition,
easé registration and qualification, and tr increase the number of registered NRSROs |
in/the future. Can we replace’ these tfadenames with something like registered credit |
rating agency or nationally recognized statistical ratmg orgamzat’ion7 See also eew
- _embedded nioté on NRSRO:s. O e

i I

W M@MMW gmw

} ****NO}E One of the embedded notes under s. 25.17 (3) (b) Jalso discusses s, 25.17
(3) dg) 3. Whﬂe various 9r0v1510ns spemﬁcaﬂy authonz?;pﬁestments i s, as far

—
.
ot

as [ can, tell, because oj;fhe change madgﬂn this bill to s. 25.#7 (3) (b} (introd, par. (dg) 3
is the only specific authority for the core & retirement investrfient fund to invest in CDs, ar
those CDs ‘must he one year or lesgf (Irassume that created s. 25.17 J(%) (&) 9. wou]dzalsa
srovide authority, but the CD ayfhorlty under that provision is not/expressly set oyrt and |
<is subject to zgﬂange by the Feci ) Is this consistenit with your intent? ‘

SECTION 22. 25.17 (3) (dm) of the statutes is repealed.

SecTioN 23. 25.17 (3) (f) of the statutes is amended to read:

25.17 (3) () Every Hold every investment shall-be-held as an asset of the fund
by which it is purchased and, except as otherwise provided by law, the loss or gain
shall inure 4thereto.

SECTION 24. 25.17 (3) (g) of the statutes is amended to read:

25.17 (3) (g) AH Have under its management and control all loans, securities,

and other investments in which moneys of any such fund, including the general fund,

are invested-shall- rd.

" SECTION 25. 2547 (4) of the statutes is amended to read:
P e s

/”’V!

s’yj

o
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SECTION 25

25.17 (4) Invest the funds of the core retirement investment trust in lo4ans,
jfé}

\\securities, or investments that are in addition to those permitted by ary); other

s}xatute* including investments in corporations or limited liability companies which
N\ ,5/
are mx the venture capital stage. The aggregate of the loans, securities, and
f“’
mvestmehts made under this subsection shall not exceed 15 percént of the admitted

'%

total valuatlag of the assets of that trust as set forth in the Lafst report made under

sub. (14). Inves’tf{nents in corporations or limited lxabllltyféompanles which that are

in the venture cap1ta1 stage shall not exceed 2 percent of theadﬂweted total valuation

of the assets-of that the core retirement mvestmentfrust as set forth in the last report

made under sub. (14). ‘\

\

SECTION 26. 25.17 (5) of‘{he statutes 13 amended to read:

25.17 (5) Ihemhm}taﬂeﬁsapa{i{he@ereemag&ef the-assets-of any fund-that-are

-  Invest the assets of the variable
/ g

retirement mvestment {rust shall be invested pnmarﬂy in equity securities that

%

shall include commén stocks, real estate, or other reéggmzed forms of equities

7/
s

’%

whether or not subject to indebtedness, including securities Cﬁ{lveruble into common
stocks and sec g/rmes of corporations in the venture capital stage. The board may,

however, tegaporarﬂy invest assets of the variable retirement mvés{ment trust in

/

*
investmerits that are authorized under sub. (3), but the assets so\\@mporarﬂy

investqff shall be replaced by equity securities at the earliest time consideted by the

/
/
;’;

i
i

/
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last report made under sub. ( 14) The limitations upon thewﬁercentage of the assets

i vﬁ”

p

of any fund that are imposed by sub (‘4%@1" any- ﬁther statute shall not be applicable

a.,_,&

to investments made by the board of | funds in the "Vamglﬂe retirement investment

i

trust and those mvestme’nts shall be excluded in computing the assets to Wthh the

limitationsiﬁposed by sub. (4) apply. j
s B

= weNote T have rewsed this subsectum tofit with the (mtm) to s. 25 17 1

4 s NOTE: “AS ﬁﬁ/ cussed in-the fter s note, the v fous meaningsf the word |

| “fund(s)” in ch. }5 and the mterryxf‘cerxt inclusion angf exclusion of “tﬁist” from the

i meaning of* f}md creates amblgﬁtles in ch. 25. The first sentence ofxy 25.17 (5) under |
{ current laW1s an example of this: “The limitationspon the percerwége of the assets of |

§ any funﬁ that are 1mposedff3y sub. (4) or any other statute sha}fnot be apphcabl/,e to |

| investfents made by thE board of funds in ghe variable retirgment mvestment;frust

i created under s. 40. 04 (3) and those investments shall be excluded in computit ng the

| assets to which the Hmitations imposed b}/ sub. (4) apply.” Qg Tunderstand it;

SIF, the core retlréﬁlent investment trust is not made up of other “funds,” so t} ere is only

one “trust,” andf” no “fund,” under sub. (4). In reorganizing sub. (5), I have
existing language. Do you want to replace "any fund” with "any fund or tmst””

'SECTION 27. 25.17 (6) of the statutes is amended to read:

25.17 (6) Notwithstanding any other statute, have authority to make transfers

from the variable retirement investment trust to the core retirement investment
trust under s. 40.04 (7) may-be-made in cash or securities or both, as determined by
the board. The board shall determine market values for securities in the variable
retirement investment trust as of the close of business on the last working day
preceding a transfer. If securities are transferred, to the extent determined feasible
by the board, a proportionate amount of all securities in even hundreds of shares of
stock or even thousands of par value of bonds in the variable retirement investment

trust shall be transferred. The board may hold or sell the transferred securities as

it determines appropriate considering market and economic conditions. Ay )

e nf  acoedic. dn..corEnan 1 ir..of
2% et T SO TCO™Tr~ o oTTinTIiovy aLU\,l\.D Ui 111 LliC OLU\»(\. UTTOTICT

VME
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/

itjes;except j’iﬁ board shall;atsuch

errttoRs-are-appropridte

o

4 ;wypememwag@ﬁfﬁﬁéf”ﬁﬁ’iﬁﬁ’ﬁﬁﬁs;

o
¥

i/

e _zs=NoOTE" T Havé revised-thts Subsection to-fit-with- rthe({#tro,) t0.5.25.17
5 SECTION 28. 25.17 (7) (a) and (b) of the statutes are amended to read:
6 25.17 (7) (a) Mortgages on real estate outside of this state may be made to, and
7 the title to real estate outside of this state may be acquired in the name of, a trustee
8 under a trust agreement between the board and a bank, credit union, savings and
9 loan association, savings bank, or trust company organized under the laws of the

10 United States or any state having a combined capital and surplus of at least

11 $25,000,000;, and as

: 12 may be assigned or conveyed to the trustee under an appropriate trust agreement
13 between it and the board.
14 (b) Loans, securities, and investments may be purchased or held in the name
15 of, or transferred to nominees of, one or more banks or trust companies meeting the
16 requirements of this section paragraph under a custodial agreement between the
17 board and each such bank or trust company. Any such bank or trust company shall
18 be organized under the laws of the United States or any state thereof and any such

19 bank or trust company not-leeated doing business in Wisconsin shall have a combined

20 capital surplus and undivided profits of at least $100,000,000. Foreign loans,
21 securities, and investments may be purchased or held in the name of, or transferred
22 to nominees of, foreign sub-custodians of any such bank or trust company.

23 SECTION 29. 25.17 (10) of the statutes is amended to read:
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RS il S/
25.17 (10) If a buildingiconstitutes any partgof the security for a loan made by
ss.
the board unders:125.17 (3) (bh)%) '620«%2 (2) keep the building shall-be-kept
I

insured for at least the unpaid amount of the loan or any larger amount that may be
necessary to comply with any coinsurance clause inserted in or attached to the policy.
When the full insurable value of the building is less than the unpaid amount of the

loan, the building shall be kept insured for the full insurable value of the building.

==N@TE: Doy want}g/jnﬂude inthe undetrscored crdgé:fefg};ence here's. 25«
(ba)/a%?; / ;//fh - R >

SECTION 30. 25.17 (12) (a) and (b) of the statutes are amended to read:

25.17 (12) (@) The commissioner of insurance in the investment of the state

local government property insurance fund;

(b) The commissioner of insurance, the state treasurer, the secretary of state

and the attorney general in the investment of the state life insurance fund;

ook

OTE: Referpmg to s. 25.17-(12) (o), is the Soldlers rehabilitation fund” still
viable271t appears vom s. 25.36 (l) that it is someth g that existed ptior to 196 1. Do you
want'me to repeal s 25.17 (1 2 or, if not do you want me tg/get rid of the mistaken,

apostrophe in /fSOldleI‘S 7 If is€ it is no longer necessa
this would SWIB prior te'repeal. S
“990.03 ».-,. amestatement couldd de of-s- 7.{13): Ve

/ ff & yd /£ L

5-Do you want the report.under s. 25;,1’*7 (14m) ig%n par. (b) a}‘so FQpO
ivative authorized gn’éer creatgﬁ s. 25. 1787

SEcTION 31. 25.17 (15) of the statutes is repealed.

. 25.17 (59), with ?éCt to the Sn}gﬁﬁty own /(/i,ﬁﬁbhc depo% ;f
do Y want to ange “located in” to “doing businessin™?

Mm,mm« P

SECTION 32. 25.17 (63) of the statutes is created to read:

25.17 (63) If requested by the Health Insurance Risk—-Sharing Plan Authority,
invest funds of the Health Insurance Risk-Sharing Plan Authority in the state
investment fund.

SEcTION 33. 25.17 (65) of the statutes is repealed.
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SECTION 33

B it PP

= NOTE: understand f;epeal is mfended ya nonsubstantive clean up |
r than a-hange in investment au;l}df‘lty If so,.do you want t6 add ° mdgstmal
1ldmg co

ristruction loanf’) nd” to thedist of excep);éﬁ fun s m 8- 5 17 (2)

%
|

SECTION 34. 25.17 (70) (intro.) of the statutes is amended to read:
25.17 (70) (intro.) No later than June-30 December 31 of every edd—numbered

even—numbered year, after receiving a report from the department of commerce

under s. 560.08 (2) (m) and in consultation with the department of commerce, submit
to the governor and to the presiding officer of each house of the legislature a plan for
making investments in this state. The purpose of the plan is to encourage the board
to make the maximum amount of investments in this state, subject to s. 25.15 and
consistent with the statutory purpose of each trust or fund managed by the board.

The plan shall discuss potential investments to be made during the first-to-5th-fiscal

years-following 5 calendar years beginning with the year after submittal, and shall

include, but not be limited to, the following:

- 7NOTE: Assummg that SWIB submitted its plan by June 30, ZOOLGd that this ;
bill is eﬁacted this sessi‘on SWIB would ‘submit another Elfan by Decemper 31, 2008. }g /
- that @’K? Otherw;g;,ev ‘with respect to,,»ffns change and thé change in s,560.08 (2) (m),we |

coufd create a nenstatutory trar;smonal provision- gilewmg when the sw1tch0ver

33 3-—year gap betWeen plans mstead of submitting plans in two successive

|
i
|
’-.'«X

SecTION 35. 25.17 (70) (b) (intro.) of the statutes is amended to read:
25.17 (70) (b) (intro.) Nonbinding management objectives for each fiseal
calendar year stated, as appropriate, as a dollar amount or as a percentage of the

total amount of all investments made by the board, for the following:

OTE: Referring to s. 25.17 (70) (b) 3. d., do'you péfééi@é“ﬁ“sigﬁfﬁtam “différenice |
j bet n substg,ﬁtiai operatjons” here and “doing busmgss in s. 251 b4 a ﬁ
It do yod want to Lg&"én(:I:eu*dlze t,}{é terms by ;éplacmg the m “substzntial |

-9 erarmns Avith “doing blisiness™ Pe £,

SECTION 36. 25.17 (70) (d) of the statutes is amended to read:
25.17 (70) (d) Comments solicited from the secretary of commerce and received

by the board on or before May-31 November 30 of the year of submittal.
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llgof the followmg appl)};; \

portfolio aga;}qst the rlsk of changmg’ asset value§ or interest rates to er
liquidity, ti) aid in cash ﬂow management as a gubstltute tor cas]
transact‘zions or for any other pi,lrpose consistent with themvestment objt" t

y
e as/sets of the trust. ;’ Y Y

;’

/|

/.
rformance of a security, instrument, cu*gifency or comm ﬂ//gy/tﬁmount of the
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__SECTION 37

SECTION 37. 25.175 of the statutes is created to read:

gquahficatmn ﬁf investments. An Ar

;‘

om,gmally made under s. 25. 17 (3) (a) 15. @r 25.17 (4) may be consﬁered as falling

m:whlch it subsequently fjuahﬂes

%

\

Y

\‘ #+xNOTE: Should s. 25.17 (3) (bd) be mcluded as a cross— re§erence here?

=+NOTE: In earher embedded notes I asked how a,ﬁ investment would- b
considered if it fell within twoseparate authomzmg prov1s1o;:is one of which contdins
cap a“z;ld one of which doesmot I do not beheve this promsmn covers that Slt}UaUOI’,
becaus‘e this provision antemplates a change in c1rcggfnstance (orlgmally made 4

subsequ‘gnﬂy quahfles 3 ; gf y §

SECTION§*38 23, f 78 of the statutes is creaged to read: 5

Y

/

f
25.178 Au"gl;mrlzed derlvatlves Aszan autharlzed 1nvestrnent in t]ile core
. 4

7

retirement mveﬁtrrknt trust and the varlable ret1rement mvestment trust, th%a board

f AN

may enter int‘o any fin’aﬁneial contract ;;f other instrument that derlves its value from

he value g‘r perfarmancexa‘f any segﬁnty, instrument, currency, commodity, currency

&xchange rate, or mterest argfe or of any i dex or group -of any securities,

rates, if

****NOTE In Qﬁe place in the mstructlons the term “exchan
assumed that this’term is intended to apply only to a currency ‘exchange rdte
advise if 1 have sumed incorrectly.

(1) The cofg’tr&ct or other 1nstrument is éntered into to pmtect the in

f‘

; Q‘“«

V4 A

k
%, %
Y

,f

AN N

y 3 %
7 X ‘x

(2) 1If the contracg“’ or other mstgument derives its value fi:om the'value ‘{)I‘

's

,,r
o MWM

/ securlty mstrument _curreney;or- commo&f{y when aggregated Wlth current

i «g&
. s&‘# Y
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\\ s P s,

1 holdlngs would be an authorized mvestment under th;s chapter and would not
- e /
2 ! exce'ed any limitations specified in this chapt r. ) ;f’f g
I “ g o
3 j 3) The members of the board, or ef any authorlzed commltffe/of the board, g
4 | -

approve a plan relatmg to contr;et/ or other mstruments under/t/ﬁm section that does

5 | all of the following:

/

(a) Spec1f1es pohcy objectlves and strateg1es

x

~(b) Es)zébhshes aggregate max1mam lm‘nts including hm1ts on volatlllty and

%POtenj:xal loss exposure for time per10d§ Identified in the plan.
§ ot \

x

[{= R e T =2

(© Estabhshes internal control procedures.

fx

he dut,res expertise, and limits o

10 (d) Ident1f1es uthority of personnel

11 &uthorlzed by the membérs

f the board, or of any authorized comrnittee of the board,

/

12 t@ enter into contr@ef:s or other 1nstruments under this sectlon omfbehal
: e

| ****I/\léfrﬁ Would it be better to “try to harmonize m“’ part) the definition
derivativé, rather than create language that hmks like thedefinition in s. 25.183 (1) (a)
! (mtm;é’%it varies somewhat from that definition?. O,ﬁ’é%fiibﬂity would be to put a
dejlxﬁltmn in s. 25.01, but, for purposes of s. 25 }X§’ tain the exclusions from the
é\ definition in's. 25183 (1) (a)1.to 7.

the board.

i T —————

= SR

d (e) of the statutes mfgmend’ed to read:

4/ 18 (1)fer f ddition t0 Tht Ty
/ — - . g # 4
15/ fut subject tos. 55 25.176 and 25183, thie

7 : f?\‘;f p !}p
% pls has authopi”/ to mi?/;st f/’”’ f

,}

/= Nots. While created 5. 25.178 autHorizes
’}5 authorization is prg@éﬂbeﬁ by certgﬁl par’a et arto's, 25
- skefniS to me thaﬁﬁw cross—referenced here created s. 25. 173 shﬂuld" e too”

@?&\As discussed in the drafter’s note and in prewous embeddedtiotes, trying |
to decxphey”the meaning of * funds in ch. 25 presents/. a challenge: ~In the underscored |
above (prov:ded m“thia mstructmns) I assume 1%”6 meanmg{)f ‘funds” 15 not

|
| \
| L]
|
U orfund managed b “the beérd”) and 25.18 (Z) (e) . ("any fur%‘“oa;rust ). In the various % §
?\\ created subdivisio sof s. 25.17 (3) (a) of t}zﬂs draft I used the phras@dund or trust” to- Z |
P Ay %\3 retain con’smtency with s. 25.17 (3) (a) (ihtro.) Within s. 25.18 (1), pars. (e).: and (d)use 1 {
WS B . g,
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SECTION 39

| Yo MW

f fund&ar trusts” / “fund or trust,”, but pars. (a), (), and (m) refer only to “fund”; par. (a)
z reads, “Any expense of counsel so employed shall be borne by the fund for which the t

| services shaﬂ,be furnished.” Par. (a) could therefore be interpreted to mean- thiat the term

f “fund”  includes-. the core retirement investment trust (the~ “fnost reasonable

| interpretation) or t counsel may not be employed to furmsh services to the core

E retirement investment trist or at least the charge for t;hese services cannot be made to

| the trust. Here, I have included- -the suggested chaﬁge in the instructions to s. 25.18 (1) |
f (intro.) without adding the word * ‘or trust” becatse of the “ripple effect” of doing so; to add 4
[

|

i

e

“or trust” into the (intro.) of s. 25.18 (1), withe so amending s. 25.18 (1) @), (O, and (m) Y
in my view adds to the uncertainty- of the meaning 5 ofthese provisions vis—a-vis the core g{
retirement investment trust and the variable retlrement\fﬁves];rgent trust. Do you want \
me to make any changes 0 the underscored s. 25.18 (1) (intro.) and/or s. 25.18 (1) (a), (£), §

anw et

(e) Take such action as may be necessary to make investments in mortgage

i
¥
p

loans or in the purchase of interests in real estate in any other state or in-Canada any

other developed country in which investment is authorized, including but not

4 excluding because of enumeration, qualifying to do business, filing reports, paying
5 franchise, license or other fees and taxes, designating agents, designating an office
6 and subjecting itself to suit.

i1 pf}lltted thj treatment on advice of ourdead editor that-d grammatical charige isnot |

;&*“*NOTE: 1 have omitted the treatment inwgluded in the instpuctions of s. 25.18.40) }
(f). This suggested treatmengmade a very minor grammatsh:;}zﬁ’w'énge to the pag/,agfg;)h. j

5 Mnecessary.! : b ot
7 ) “\ SECTION 40. 25.18 (1) (fa) and (ha) of the statutes arE;peared to read:
8 25 Ti (1) (fa) Provide a guaranty, letter of C};%H‘t/ 2/; other type of securityﬁé ; ol
9 :(‘rPdlt Supp()]:;: for. the potential liabilities-ar M / 7
10 the board holds tltle to asset
11 guaranty, letter of cr
1z gross asset Vﬁ e/or the entity.
i3 (h"a) g Sell short any of the secu?fties Hnd 1nvestments in which the ”Lore
14 retirement investment trust, /h’e vanable retlremen«t investment ﬁuét or the
15 injured patients and fagpkﬁesycompensatmn fund may 1nvegt ‘ggfférihls chapter.

o
A

o N
= xNOTE;, JFassume par. (ha) is limited to assets of the 3 idéntified tr‘l\ﬁ{%(ir funds
and is mtenﬁéd to allow unrestricted short sales for each indi¢ated trust or fun ~even if
SWIB gptfhﬁr holds nor has right to acquire the underlyl ‘security that will be f@w

e ., H
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ARG:cjsinwn
SecTION 40
' cover the short sale. }'so, perhaps a ngjwffhstandlng par. (/thould be added-to the” |
beginning of this pfovision. e L P e }
. . s

= S "
N . o »,M’/; e .
«4NoTE: With-fegard to investment a;;fyity for the p/ef’rganent endewment fund !
~should the cress—reference-relating to the’core retirerr snt investmeént |

!
/

117 (3) (a) g;@ "? One cgy&ﬂ/read the cugfﬁnt statute£0 be limited.to the
javestments (the ones subjett to the 15% Aap) for v@‘f&h sub. (4)frovides
ent authority. s { -

SEcTION 41. 25.182 of the statutes is created to read:
= Mana 'W?i-}”@
\M\\ (ivest ‘ y for certain funds. In addition to the
A

W} authority pr

SO

ovided under any other provision of law, and

i e

notwithstanding ar;y limitation on the board’s imvestries

any other provision of law, the board shall have authority toje

F

féng}ﬂﬁgsﬁﬁﬁiﬁ% in any manner that does not violate the standard of responsibility o ;f

specified in.s. 25.15 (g)f,,

Bt

S e T A o

; (L
&ﬁjzgfhe core retirement investment trust} ant

A2 % . . , : )
. (égj ijhe variable retirement investment tr%
%

10 T(3) The mjurgg;iﬁgg”éﬁfﬁ’”ﬁ“ﬁd @Ti’rgg%ém”p ation fund. Mwwmn_ )
11 : (4) The } te life insuran%nd.’ %%
12 é(5) }ﬁg local govern frit property insgypfﬁhce fund. ?
13 f (ﬁ)f The veteransfrust fund. / § %
14 f/(7) All funds of the historical Society that are a\(gxff}jlble for investm/eriiﬁ as E
15 y determined by the society. / f;g %%%;
16 5 (8) /The funds include% }’l/’i the state investrge’fi fund, other thgnihe industrial 5
17 buildigg construction Iaan{}und. : %

. - SFANOTE: 1he ins ct3<;ns included’this provisiop 15 created s 25:-45-2)(d) .7

vef, this pmv’i;/i@n/ézgs not fit withrthe (intMlﬁ (2. T me, the subject |

] EI assume that the referencgﬁ% the instructiofisto the-*historical sot
| funds” isderived from s. 25717 (3) (c), so I have tracked the lafiguage of s. 25.17 {
| created sub. (7) here. ¥further assumﬁ that the specifie’funds contemplat

higﬁrieal society trust fund the histérical.society endowment fund, and
WMM y
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SECTION 41

ip trust fundybut not the hi rlcal legacy trust fund. Is this §

emﬁcally 1dent1 these funds in the statute if that is \

correct m understandmg the intent of this provision as overrldmgé
f my understand' g is correct, L-find it difficult t@

stment authority with such sp fc;vxf‘{ c1ty§§

1f there is tosbe an overriding "global”

estments that essentially nu lifies these

of resp0ﬁs1b111ty, and no asse will have any operative effect. While litigants may
| plead in the alternative,” thlS is a very unusual (and confusing) statutoryfapproach

efbedded note, the common schoobfund, -
ticultural college'fund are each part of the,‘
SIF and‘are therefor tovered under created s. 25.182 (8 nder s. 24.61 LZ’)’ {0), each/of%
‘ unds may only be invested infixed income invéstments. Wlthgﬂt amendz,ﬁg or;
| re ahng this provision, created s. 25.182 (8) overrides this provisien f and rend”y}s ita

-

— e ) M:;

¥ NOTE: -1 dony’really understas id how the depomtmy provisions of ch. 34 are /
out with rgs/ect to SWIB. am aware that-SWIB has a geheral custodi

| agréement with Bank of New York/Nellon (if I recall cm’rectiy) butI’ mmot sure how broad

| this is.) - Refepring to ss. 25. 19f(§) and 34.045 (1 {ﬁm) do these, ink service costseverf
"vcome into play for SWIB? Lf*‘”SG should they be’identified as apéxclusion from * operatmg

penditures” under s. 25187 (1) {see-s.-34.045 (1) (bm)?—<-
SECTION 42. 560.08 (2) (m) of the statutes is amended to read:

560.08 (2) (m) No later than January-1 November 30 of each edd—numbered

even-numbered year, submit to the investment board a report describing the types

of investments in businesses in this state which will have the greatest likelihood of
enhancing economic development in this state.

(ENDj}
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INSERT ANAL:

This bill makes all of the following changes with respect to the State of
Wisconsin Investment Board (SWIB):

1. Under current law, SWIB has authority to manage and invest Wisconsin
Retirement System contributions, which comprise the public employee trust fund.
A core retirement investment trust (core trust) and a variable retirement investment
trust (variable trust) are maintained in the public employee trust fund. SWIB may
invest assets of the core trust and the variable trust in specific classes of investments
enumerated by statute (authorized list). This bill eliminates provisions limiting
SWIB's investment authority for the core trust and the variable trust to the
authorized list. In lieu of specifying an authorized list, the bill authorizes SWIB to
manage the money and property of the core trust and the variable trust in any
manner that does not violate SWIBS standard of respon51b1hty whmh is the

2 The bill shghtly modifies SWIB'’s statutory Standard of responsibility for
investments. Under the bill, SWIB's standard of responsibility in managing money
and property is: (1) to manage the money and property with the care, skill, prudence,
and diligence under the circumstances then prevailing that a prudent person acting
in a similar capacity, with the same resources, and familiar with like matters,
exercises in the conduct of an enterprise of a like character with like aims; (2) to
diversify investments in order to minimize the risk of large losses, unless under the
circumstances it is clearly prudent not to do so, considering each trust’s or fund’s
portfolio as a whole at any point in time; and (3) to administer assets of each trust
or fund solely for the purpose of ensuring the fulfillment of the purpose of each trust
or fund at a reasonable cost and not for any other purpose. The bill clarifies that this
standard of responsibility applies to SWIB with two exceptions and that, with one
exception, the statutory investment standard for a personal representative, trustee,
conservator, or guardian of an estate (estate standard) does not apply to SWIB.
Under one exception, the estate standard rather than SWIB'’s statutory standard of -
responsibility applies in investing historical society funds. Under another exception,
in certain instances where SWIB has management authority over an-entity’s assets
but that entity has authority to direct the terms and conditions of SWIB's
investments, SWIB is relieved of its statutory standard of responsibility.

3. Under current law, the building commission may direct that moneys
resulting from certain public debt be deposited in funds or accounts created or
designated by a building commission resolution. Moneys deposited or held in these
funds or accounts may be invested in any obligations specified by a building
commission resolution. This bill specifies that SWIB must invest these funds as
provided by the building commission resolution and, in doing so, is relieved of its
statutory standard of responsibility.
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4. The bill requires SWIB, if requested by the the Health Insurance
Risk—Sharing Plan Authority (HIRSP Authority), to invest funds of the HIRSP -
Authority in the state investment fund (SIF). o Live

5. Under current law, SWIB may invest the funds included ifi the SIF in loans
secured by U.S. government obligations having a maturity of @;ﬁears or less if the
principal amount of each loan does not exceed 98 percent of the market value of the
collateral. This bill modifies this investment authority and authorizes SWIB to
invest the funds included in the SIF in loans, including repurchase agreements, that
are collateralized by certain classes of authorized investments if the market value
of the collateral security is at least 102 percent of the principal amount of the loan
or an amount established by SWIB by rule. v

6. The bill specifies that SWIB may invest in certain instruments of financial
institutions that are “doing business” in this state or the United States, rather than
“located” in this state or the United States. The bill also makes other minor
modifications to SWIB'’s investment authority. q v

7. The bill specifies that provisions of current law related to lawsuits against

— public officers and employees also apply to the members of pareeel) SWIB (SWIB
trustees), including provisions related to payment of judgments against public
officers or employees acting in their official capacity or carrying out public duties.
The bill also specifically authorizes SWIB trustees to secure directors’ liability
insurance in amounts reasonably expected to be ;iegu_aie_./@/

8. The bill specifies that certain statutorily§created funds are not included in
the SIF. A

9. Current law requires SWIB's executive director, chief investment officer, and
each investment director to file a bond for the faithful performance of that person’s
duties. Under this bill, a performance bond is required of these individuals only if
required by the SWIB trustees. , ,

10. The bill modifies the schedule for a certain biennial reporting requirement /
of SWIB relating to investments in this state.

11. The bill includes additional changes to clarify and modernize certain
statutory provisions, as well as nonsubstantive and technical changes. -

s = ,V =
o Deard-6]

SN

{;ﬁ{é% {%%mée(éé 25.01 {{ﬁf{af} and

%

—> SgecTION 1. 25.01 of ;h/e statutes is;amended to read:
) P

In this chapter, unless the context requires otherwise;

History: 1999 a. 83,

SEcTION 2. 25.01 (20f the statutes is created to read:
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25.01 (2) “Fund,” when referring generally to funds included under s. 25.17 (1),

includes a trust.
INSERT 3-8:
SECTION 3. 25.15 (2) (a) of the statutes is amended to read:

25.15 (2) () To invest sell-reinvest-and-colleet-income-and-rents manage the

- money and property with the care, skill, prudence and diligence under the

circumstances then prevailing that a prudent person acting in a similar capacity,

with the same resources, and familiar with like matters exercises in the conduct of

an enterprise of a like character with like aims.

History: 1983 a.27; 19894, 31, 359; 1999 a. 83: 2001 a. 7.

INSERT 4-16:
SEcTION 4. 25.17 (1) (jt) of the statutes is created to read:
25.17 (1) (jt) Mediation fund (s. 655.68);

| INSERT 5-1:

\_)\/

25.17 (2) (a) Iavest Have authority to invest any of the funds specified in sub.

SECTION 5. 25.17 (2) (a) of the statutes is amended to read:

(1), except operating funds, the capitai improvement fund and, the bond security and

redemption fund, the industrial building construction loan fund, and any

redemption fund established under s. 18.561 (5) or 18.562 (3). in loans to the
Wisconsin University Building Corporation, the Wisconsin State Colleges Building
Corporation or the Wisconsin State Public Building Corporation, but only if the loans
are secured by mortgages upon property owned by the respective corporations
producing sufficient income to retire the mortgage over the term of the loan or are
secured by the pledge of rentals sufficient in amount to retire the indebtedness. The

board shall make no loans to any building corporation described in this subsection



S - LRB-3122/Plins

except under the conditions prescribed in this paragraph, or except as otherwise
provided in par. (b). These loans shall be made only when in the judgment of the
board it is to the interest of the funds to do so, except that loans made under par. (b)

shall be made at the direction of the building commission.

History: 1971 c. 415 12; 1971 . 74; 1971 ¢. 100 5. 23; 1971 ¢. 125 5. 522 (1}; 1971 ¢. 164; 1971 ¢. 214 5. 147; 1971 €. 260 5. 92 3y to (5); 1973 ¢. 117,137, 151, 1973
. 208 5. 17; 1973 ¢. 209, 333, 336; 1975 ¢. 26,27, 39, 118, 147, 164, 180, 189,200, 422; 1977 ¢. 29 ss. 439 to 4391, 1654 (1) 1977 c. 31, 107, 377, 418, 423; 1979 ¢. 32; 1979
<. 34 ss. 705 to 707b, 2102 (56) (a); 1979 ¢. 102; 1979 ¢. 1095, 16; 1979 ¢. 221: 1979 ¢. 318 s5. 1 10 3; 1979 ¢. 361 5. 113; 1981 ¢. 20, 86; 1981 ¢. 96 ss. 1810 21, 67; 1981 c.
169, 386; 1983 2. 27; 1983 a. 36 ss. 31, 96 (4); 1983 a. 81's. 11; 1983 a. 83 5. 20; 1983 a. 142, 189, 192, 368, 410; 1985 a. 25, 29, 53, 120; 1985 a. 332 5. 251 (1); 1987 a. 27,
38, 119, 186, 252, 399; 1989 a. 13, 31, 64, 187, 307, 335, 359, 366; 1991 a. 32, 38, 39,152, 174,221, 269, 315; 1993 a. 16, 112, 263, 477; 1995 a. 27 ss. 1394m to 1396, 9116
(5); 1995 a. 56, 213, 227, 274, 403; 1997 a. 27, 35, 191: 1999 a. 9, 11, 63, 65, 83, 167, 196; 2001 a. 7, 13, 16,92, 104, 109; 2003 a. 33, 35,48, 91, 111,299: 2005 a. 1, 22, 25,
74, 153, 172, 335, 441, 478.

INSERT 7-10:
SECTION 6. 25.17 (3) (a) of the statutes is amended to read:

25.17 (3) (a) Investthe-core-retirement-investment-trust; Have authority to

invest the state life insurance fund, local government property insurance fund.

veterans trust fund, and injured patients and families compensation fund in loans,
securities, and any other investments authorized by s. 620.22, and in bonds or other
evidences of indebtedness or preferred stock of companies engaged in the finance

business whether as direct lenders or as holding companies owning subsidiaries

engaged in the finance business. Investments-permitted-by-sub—(4)-are-permitted
investments-under-this-subsection:

History: 1971 c. 41s. 1251971 c. 74; 1971 ¢. 100 5. 23; 1971 ¢. 1255. 522 (1); 1971 c. 164: 1971 ¢. 214 5. 147; 1971 ¢. 260'5. 92 (3) to(5); 1973 ¢. 117,137,151, 1973
. 208 5. 17: 1973 ¢. 209, 333, 336; 1975 c. 26, 27, 39, 118, 147, 164, 180, 189, 200, 422; 1977 ¢. 29 ss. 439 10 4391, 1654 (1); 1977 ¢. 31, 107, 377, 418,423, 1979 ¢. 32; 1979
¢. 34 ss. 705 to 707b, 2102 (36) (a); 1979 c. 102; 1979 ¢. 109 5. 16; 1979 ¢. 221 1979 ¢. 31%ss. 1t03; 1979 ¢. 361 5. 113; 1981 ¢. 20, 86; 1981 ¢. 96 85, 1810 21, 67, 1981 c.
169, 386; 1983 a. 27; 1983 a. 36 ss. 31, 96 (4); 1983 a. 81 s. 11; 1983 a. 83 5. 20; 1983 a. 142, 189, 192, 368, 410; 1985 a. 25, 29, 53, 120; 1985 a. 332 5. 251 (1); 1987 2. 27,
38, 119, 186, 252, 399; 1989 a. 13, 31, 64, 187, 307, 335, 359, 366: 1991 a. 32, 38, 39, 152, 174, 221, 269, 315; 1993 a. 16, 112, 263, 477; 1995 a. 27 ss. 1394m to 1396, 9116
(5% 1995 a. 56, 213, 227, 274, 403; 1997 2. 27, 35,191, 1999 2. 9, 11, 63, 65,83, 167, 106; 2001 2. 7, 13, 16,92, 104, 109; 2003 a. 33, 35, 48, 91, 111, 299; 2005 a. 1,22, 25,
74, 153, 172, 335, 441, 478,

INSERT 13-1:

4. Certificates of deposit that are issued by banks lecated doing business in the

United States and by savings and loan associations, savings banks, and credit unions

located doing business in this state or that are issued by solvent financial institutions
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doing business in this state. The board shall establish guidelines that a financial

institution must meet to qualify under this subdivision.

History: 1971 c. 41s. 12; 1971 ¢. 74, 1971 ¢. 100 5. 23; 1971 . 1255, 522 (1); 1971 ¢. 164; 1971 ¢, 214 5. 147, 1971 ¢. 260 5. 92 (3) to (5); 1973 ¢. 117, 137, 151; 1973
¢. 208 . 17, 1973 ¢. 209, 333, 336; 1975 ¢. 26,27, 39, 118, 147, 164, 180, 189, 200, 422, 1977 c. 29 55, 439 10 4391, 1654 (1); 1977 ¢. 31, 107, 377, 418, 423, 1979 ¢, 32: 1979
¢. 34 ss. 705 to 707h, 2102 (56) (a); 1979 ¢. 102; 1979 ¢. 109 5. 16; 1979 ¢. 2215 1979 c. 318 ss. 1 to 3; 1979 ¢. 361 5. 113; 1981 ¢. 20, 86; 1981 ¢. 96 ss. 18 to 21, 67; 1981 .
169, 386; 1983 a. 27; 1983 a. 36 s5. 31, 96 (4); 1983 a. 81 5. 11; 1983 4. 83 5. 20; 1983 a. 142, 189, 192, 368, 410; 1985 a, 25, 29, 53, 120; 1985 a, 332 5. 251 (1); 1987 a, 27,
38, 119, 186, 252, 399; 1989 a. 13, 31, 64, 187, 307, 335, 359, 366; 1991 a. 32, 38,39, 152, 174, 221, 269, 315; 1993 a. 16, 112, 263, 477; 1995 a. 27 ss. 1394m to 1396, 9116
(53 1995 a. 56, 213, 227, 274, 403; 1997 a. 27, 35, 191, 1999 2.9, 11, 63, 65, 83, 167, 196; 2001 a. 7, 13, 16, 92, 104, 109; 2003 a. 33, 35, 48,91, 111, 299; 2005 a. 1,22, 25,
74, 153, 172, 335, 441,478,

INSERT 13-10:
SECTION 7. 25.17 (3) (b) 7. of the statutes is repealed.

INSERT 14-16:

SecTION 8. 25.17 (3) (dg) (intro.) of the statutes is repealed. ol

-

SECTION 9. 25.17 (3) (dg) 1. of the statutes is renumbered 25.17 (3) (b) 1m. and
amended to read:

25.17 (3) (b) 1m. Direct obligations of the United-States-and-of-agencies-of and
%rwa%mm--whslly~»ewned»by—the@a—iieed;«State&«&ﬂé—-udipeet—ebligatiensﬂ-ef federal

the
land banks, federal home loan banks, lcéntral bank for cooperatives, and banks for

cooperatives or unincorporated cooperative associations—international-bank—for

History: 1971c. 415 1251971 c. 74: 1971 ¢. 100 5. 23; 1971 ¢. 1255, 522 (1); 1971 c. 164; 1971 ¢. 214 5. 147; 1971 ¢. 260 5. 92 (3) 10 (5); 1973 ¢. 117, 137, 151; 1973
. 208 5. 17; 1973 c. 209, 333, 336; 1975 ¢. 26, 27, 39, 118, 147, 164, 180, 189, 200, 422; 1977 ¢. 29 ss. 439 10 4391, 1654 (1); 1977 ¢. 31, 107, 377, 418,423; 1979 ¢. 32, 1979
¢ 34 ss, 705 to 707, 2102 (56) (a); 1979 ¢. 102; 1979 ¢. 109 5. 16; 1979 ¢. 221; 1979 ¢. 318 ss. 1 10 3, 1979 ¢. 361 5. 113; 1981 ¢. 20, 86; 1981 ¢. 96 ss. 18 t0 21, 67; 1981 ¢.
169, 386; 1983 a. 27; 1983 2. 36 58, 31, 96 (4); 1983 a. 81 5. 11; 1983 a. 83 5. 20: 1983 a. 142, 189, 192, 368, 410; 1985 a, 25, 29, 53, 120; 1985 a. 332 5. 251 (1); 1987 a. 27,
38, 119, 186, 252, 399; 1989 a, 13, 31, 64, 187, 307, 335, 359, 366: 1991 a. 32, 38,39, 152, 174, 221, 269, 315; 1993 a. 16, 112, 263, 477; 1995 a. 27 ss. 13%4m to 1396, 9116
(3% 1995 a. 56,213, 227, 274, 403; 1997 5. 27, 35, 191; 1999 . 9, 11, 63, 65, 83, 167, 196; 2001 a. 7,13, 16,92, 104, 109; 2003 a. 33, 35, 48, 91, 111, 299; 2005 a. 1, 22,25,

74, 153, 172, 335, 441, 478,

SecTION 10. 25.17 (3) (dg) 2. of the statutes is renumbered 25.17 (3) (b) 7m. and
amended to read:
25.17 (3) (b) 7m. Commercial paper maturihg within one year or less from the

date of investment and rated prime by the natienal-eredit-office a nationally
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recognized statistical rating organization, if the issuing corporation has one or more

long—term senior debt issues outstanding, each of which has one of the 3 highest
ratings issued by Moedy's-investors-service-or-Standard-&-Poor's-corporation a

nationally recognized statistical rating organization.

History: 1971 c. 41512, 1971 ¢ 74; 1971 ¢. 1005, 23; 1971 ¢. 125 5. 522 (1); 1971 c. 164; 1971-¢. 214 5. 147, 1971 ¢. 260 5. 92 (3) to (5); 1973 ¢. 117, 137,151, 1973
¢. 208 s 17; 1973 c. 209, 333, 336; 1975 ¢. 26, 27, 39, 118, 147, 164, 180, 189, 200, 422; 1977 ¢. 2 ss. 439 to 4391, 1654 (1); 1977 ¢. 31, 107, 377, 418, 423; 1979 ¢. 32; 1979
¢. 34 gs. 705 to 707b, 2102 (56) (a); 1979 ¢. 102: 1979 ¢. 1095, 16; 1979 ¢. 221, 1979 ¢. 318ss. 1 to 3:1979 ¢. 361 5. 113; 1981 ¢. 20, 86; 1981 ¢. 96 5s. 18 10 21, 67; 1981 ¢.
169, 386; 1983 a. 27; 1983 a. 36 ss. 31, 96 (4); 1983 a. 815, 11,1983 a. 83 5. 204 1983 a. 142, 189, 192, 368, 410; 1985 a. 25, 29, 53, 120; 1985 a. 332 5. 251 (1); 1987 a. 27,
38, 119, 186, 252, 399; 1989 a. 13, 31, 64, 187, 307, 335, 359, 366; 1991 a. 32, 38, 39,152, 174,221, 269, 315; 1993 a. 16, 112, 263, 477; 1995 a. 27 ss. 1394m to 1396, 9116
(5% 1995 a: 56, 213, 227, 274, 403; 1997 a. 27, 35, 1915 1999 2.9, 11, 63, 65. 83, 167, 196; 2001 a. 7, 13, 16,92, 104, 109; 2003 a. 33, 35,48, 91, 111, 299; 2005 a. 1, 22,25,
74, 153, 172, 335, 441, 478,

SecTION 11. 25.17 (3) (dg) 3. of the statutes is repealed.  *
INSERT 15-9:
SECTION 12. 25.17 (4) of the statutes is repealed.

SEcTION 13. 25.17 (5) of the statutes is amended to read:

25.17 (5) The limitations-upen-the percentage-of the-assets-of-any-fund-that-are

the-limitations-imposed-by-sub.-—(4)-apply-—Assets Invest the assets of the variable
v
retirement investment trust shall-be-invested created under s. 40.04 (3) primarily in

equity securities that shall may include common stocks, real estate or other
recognized forms of equities whether or not subject to indebtedness, including
securities convertible into common stocks and securities of corporations in the
venture capital stage. The board may, however, temporarily invest assets of the
variable retirement investment trust in investments that are authorized under sub.
(3), but the assets so temporarily invested shall be replaced by equity securities at
the earliest time considered by the board to be practicable considering the then

existing condition of the securities market and other influential factors. Jnvestments
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History: 1971 c. 41 s, 12,1971 ¢. 74; 1971 . 100 5. 23; 1971 ¢. 125 5. 522 (1); 1971 ¢. 164; 1971 ¢. 214 5. 147; 1971 ¢. 2605, 92 (3) to (5); 1973 ¢. 117, 137, 1515 1973
¢. 208 5. 17: 1973 ¢. 209, 333, 336; 1975 ¢. 26, 27,39, 118, 147, 164, 180, 189, 200, 422; 1977 ¢. 29 55. 439 to 439f, 1654 (1); 1977 ¢. 31, 107, 377, 418,423; 1979 ¢. 32; 1979
¢. 34 s5. 705 to 707b, 2102 (56) (a); 1979 ¢. 102; 1979 ¢. 1095, 16; 1979 ¢. 221, 1979 ¢. 318 55 1 10 3; 1979 ¢. 361 5. 113; 1981 ¢. 20, 86; 1981 ¢. 96 ss. 18 t0 21,67, 1981 ¢.
169, 386; 1983 a. 27; 1983 a. 36 ss. 31, 96 (4); 1983 a. 81 5. 11; 1983 2. 83 5, 20; 1983 a, 142, 189, 192, 368, 410; 1985 a. 25,29, 53, 120; 1985 a. 332 5. 251 (1); 1987 a. 27,
38,119, 186,252, 399; 1989 a. 13, 31, 64, 187, 307, 335, 359, 366; 1991 a. 32, 38, 39, 152, 174,221, 269, 315, 1993 a. 16, 112, 263, 477; 1995 a. 27 ss. 1394m to 1396, 9116
(5); 1995 a. 56, 213, 227, 274, 403; 1997 a. 27, 35, 191; 1999 2. 9, 11, 63, 65, 83, 167, 196; 2001 a. 7, 13, 16,92, 104, 109; 2003 a. 33, 35, 48, 91, 111, 299; 2005 a. 1, 22, 25,
74, 153, 172, 335, 441, 478.

INSERT 19-12:

SEcTION 14. 25.17 (12) (c) and (13) of the statutes are repealed.

INSERT 24-1:

SECTION 15. 25.18 (1) (0) of the statutes is amended to read:

25.18 (1) (0) Invest any of the assets of the permanent endowment fund in any
investment that is an authorized investment for assets in the core retirement
investment trust under-s-—25.-17-{4) or assets-in the variable retirement investment

trust under s. 25-17-{5) 25.182.

History: 1975 ¢, 39; 1983 a, 27, 192; 1985 a. 29; 1987 a. 27, 399; 1989 2. 119, 338, 366; 1991 4. 39; 1993 a. 112; 1995 a 274; 1999 a. 11, 83; 2001 a. 16, 104; 2003 a. 299;
2005 a. 25, 153, 410,

INSERT 25-1:

SECTION 16. 25.183 (1) (a) 6e. of the statutes is amended to read:

25.183 (1) (a) 6e. Any collateralized mortgage obligation or other asset-backed
security which either has one of the 2 highest ratings given by a nationally
récognized statistical rating service organization or is backed or collateralized by
insured instruments, guarantees or pledges of the federal government, this state or

an agency of the federal government or this state.

History: 1995 a. 274,
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SEcCTION 17. 25.183 (1) (a) 6m. a. of the statutes is amended to read:
25.183 (1) (a) 6m. a. The counterparty to the transaction is rated in, or has
outstanding long—term debt which is rated in, one of the 2 highest ratings given by

a nationally recognized statistical rating service organization.

History: 1995 a. 274,
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DRAFTER’S NOTE LRB-3122/P1dn
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15

Please review the attached draft carefully to ensure that it is consistent with your
intent. o -
I have changed “Invest ...” to “Have authority to invest ﬁ)m s. 25.17 (3) (a) and (b).
Please advise if this is not consistent with your intent.

Also related to s. 25.17 (3) (b), for gramratical reasons, I modified the approach in the
drafting instructions, instead creating a new subdivision under s. 25.17 (3) (b). Under
current law, the “10 year maturity” in 5. 25.17 (3) (b) 1. applies to each investment. I
am uncertain whether you intended this limitation to continue to apply to all
investments under current s. 25.17 (3) (b) 1. This limitation does not apply to the
investments under s. 25.17 (3) (b) 1m. in the attached draft. Also, I did not include “or
trust” in s. 25.17 (3) (b) (intro.) because the provision does not provide authority for

investment of the core trust or variable trust. -

Created s. 25.182 in the attached draft revises SWIB's investment and management
authority with respect to the core trust and the variable trust. If you believe that s.
25.18 (2) (e) 1. will continue to apply with respect to the core trust and the variable
trust, will s. 25.18 (2) (e) 1. provide a narrower investment authority of core trust assets
and variable trust assets if they are externally managed and, if so, is this consistent S
with SWIB's intent?

I do not believe any amendment of s. 25.17 (14m) (b) regarding derivatives reporting
is necessary.

lease let me know if you would like any changes made to the attached draft or if you
have any questions. If the attached draft meets with your approval, let me know and

I will convert it to an introducible “/1” draft. v

Aaron R. Gary
Legislative Attorney
Phone: (608) 261-6926

E-mail: aaron.gary@legis.wisconsin.gov
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As discussed, there is some challenge to reconciling the investment authority under
created s. 25.182 with the existing limited “equities” purpose of the variable trust.
Given the breadth of the “notwithstanding” provision in s. 25.182, I do not believe this
draft accomplishes your intent, as the “notwithstanding” language expressly overrides
(and may be readily interpreted to preempt) all other language, thus allowing any
composition of investments in the variable retirement investment trust. Do you want
to add something like “subject to the purpose specified for the variable retirement
investment trust in s. 25.17 (5)” at the end of created s. 25.182? In addition, I
understand that SWIB has given significant attention to the interaction between
created s. 25.182 and s. 25.18 (2) (e) and that no explicit treatment is desired in this
draft.

N

™
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September 13, 2007

Please review the attached draft carefully to ensure that it is consistent with your
intent. '

I have changed “Invest ...” to “Have authority to invest ...” in s. 25.17 (3) (a) and (b).
Please advise if this is not consistent with your intent.

Also related to s. 25.17 (3) (b), for grammatical reasons, I modified the approach in the
drafting instructions, instead creating a new subdivision under s. 25.17 (3) (b). Under
current law, the “10 year maturity” in s. 25.17 (3) (b) 1. applies to each investment. I
am uncertain whether you intended this limitation to continue to apply to all
investments under current s. 25.17 (3) (b) 1. This limitation does not apply to the
investments under s. 25.17 (3) (b) 1m. (as renumbered from s. 25.17 (3) (dg) 1.) in the
attached draft. Also, I did not include “or trust” in s. 25.17 (3) (b) (intro.) because the
provision does not provide authority for investment of the core trust or variable trust.

Created s. 25.182 in the attached draft revises SWIB’s investment and management
authority with respect to the core trust and the variable trust. If you believe that s.
25.18 (2) (e) 1. will continue to apply with respect to the core trust and the variable
trust, will s. 25.18 (2) (e) 1. provide a narrower investment authority of core trust assets
and variable trust assets if they are externally managed and, if so, is this consistent
with SWIB’s intent?

I do not believe any amendment of s. 25.17 (14m) (b) regarding derivatives reporting
is necessary.

As discussed, there is some challenge to reconciling the investment authority under
created s. 25.182 with the existing limited “equities” purpose of the variable trust.
Given the breadth of the “notwithstanding” provision in s. 25.182, I do not believe this
draft accomplishes your intent, as the “notwithstanding” language expressly overrides
(and may be readily interpreted to preempt) all other language, thus allowing any
composition of investments in the variable retirement investment trust. Do you want
to add something like “subject to the purpose specified for the variable retirement
investment trust in s. 25.17 (5)” at the end of created s. 25.182? In addition, I
understand that SWIB has given significant attention to the interaction between
created s. 25.182 and s. 25.18 (2) (e) and that no explicit treatment is desired in this
draft.
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Please let me know if you would like any changes made to the attached draft or if you
have any questions. If the attached draft meets with your approval, let me know and
I will convert it to an introducible “/1” draft.

Aaron R. Gary

Legislative Attorney

Phone: (608) 261-6926

E-mail: aaron.gary@legis.wisconsin.gov
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PRELIMINARY DRAFT - NOT READY FOR INTRODUCTION

e Hambbe 4 Savdy oo
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1 AN ACT o repeal 25.17 (3) (b) 7., 25.17 (3) (bh) and (d), 25.17 (3) (dg) (intro.),

2 25.17 (3) (dg) 3., 25.17 (3) (dm), 25.17 (4), 25.17 (12) (c) and (13),'25'17 (15) and
/3 25.17 (65); to renumber and amend 25.01, 25.17 (3) (dg) 1. and 25.17 (3) (dg)
W 4 2.;to amend 25.14 (1) (a) 1., 25.14 (5), 25.15 (2) (intro.), 25.15 {2) (a), 25.15 (3),
1 5 25.16 (4), 25.17 (1) (r), 25.17 (2) (a) to (e), 25.17 (3) (a), 25.17 (3) (b) (intro.), 3.,
6 4. and 5., 25.17 (3) (ba), 25.17 (3) (bd), 25.17 (3) (f), 25.17 (3) (g), 25.17 (5), 25.17
7 (6), 25.17 (7) (a) and (b), 25.17 {10), 25.17 (12) (a) and (b), 25.17 (70) (intro.),
8 25.17 (70) (b) (intro.), 25.17 (70) (d), 25.18 (1) (e), 25.18 (1) (0), 25.183 (1) (a) Ge.,
9 25.183 (1) (a) 6m. a. and 560.08 (2) (m); and to create 25.01 (2), 25.14 (1) (a) 19.
10 to 23., 25.156 (10) and (11), 25.17 (1) (eq), 25.17 (1) (jt), 25.17 (1) (vb), 25.17 (2)
11 (g), 25.17 (63) and 25.182 of the statutes; relating to: investments and
12 operations of the State of Wisconsin Investment Board.

Analysis by the Legislative Reference Bureau

This bill makes all of the following changes with respect to the State of
Wisconsin Investment Board (SWIB):
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A core retirement investment trust (core trust) and a vagjable retirement 1nvestment
trust (varigble trust) are maintained in the public employeg trust fund. SWIB may

invest assets of the core trust and the variable trust in specific classes of investments
. provisions limiting lere
el e
In lieu of specifying an authorized hsf the bill authonzes SWiBto —
in any

manner that does not violate SWIB's standard of respons1b1hty, which is the
Standard of responsibility described in item 2., below.

N 0\((4 ¢ 2. The bill slightly modifies SWIB's statutory standard of respo iljty for
,mvestments Under the bill, BWIB's standard of responsibility in managing money

/’%45 nd property)is: (1) to manage the money and property with the care, skill, prudence,

nd diligence under the circumstances then prevailing that a prudent person acting
n a similar capacity, with the same resources, and familiar with like matters,

{gw o w xercises in the conduct of an enterprise of a like character with like aims; (2) to

/;f; L Hoo iversify investments in order to minimize the risk of large losses, unless under the

" ircumstances it is clearly prudent not to do so, considering each trust’s or fund'’s

bl ortfolio as a whole at any point in time; and (3) to administer assets of each trust

r fund solely for the purpose of ensuring the fulfillment of the purpose of each trust

r fund at a reasonable cost and not for any other purpose. The bilhat this

standard of responsibility applies to SWIB with two exceptions and that, with one

exception, the statutory investment standard for a personal representative, trustee,

conservator, or guardian of an estate (estate standard) does not apply to SWIB.

Under one exception, the estate standard rather than SWIB's statutory standard of

responsibility applies in investing historical society funds. Under another exception,

in certain instances where SWIB has management authority over an entity's assets

but that entity has authority to direct the terms and conditions of SWIB's
mvestments SWIB is relieved of its statutory standard of responsibility.

r current law, the building commission may direct that moneys

resultmg from certain_public debt be deposited in funds or accounts created or

W(}.W designated by a building commission resolution. Moneys deposited or held in these

QB funds or accounts may be invested in any obligations specified by a building

commission resolution. This billgspecifies that SWIB must invest these funds as

o provided by the building commission resolution and, in doing so, is relieved of its

M statutory standard of responsibility.
Jo 4. The bill requires SWIB, if requested by the the Health Insurance
Risk-Sharing Plan Authority (HIRSP Authority), to invest funds of the HIRSP
Authority in the state investment fund (SIF).
5. Under current law, SWIB may invest the funds included in the SIF in loans
Q'E\W secured by U.S. government obligations having a maturity of five years or less if the
principal amount of each loan does not exceed 98 percent of the market value of the
rollateral. This bill modifies this investment authority and authorizes SWIB to
ﬂm.()* nvest the funds included in the SIF in loans, including repurchase agreements, that
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are collateralized by certain classes of authorized investments if the market value
of the collateral security is at least 102 percent of the principal amount of the loan
or an amount established by SWIB by rule.

6. The bill specifies that SWIB may invest in certain instruments of financial
institutions that are “doing business” in this state or the United States, rather than
“located” in this state or the United States. The bill also makes other minor
modifications to SWIB's investment authority.

7. The bill specifies that provisions of current law related to lawsults against
puhlic officers and employees also apply to the members of SWIB (SWIB trustees),
including provisions related to payment of judgments against public officers or
employees acting m their official capacity or carrying out pubhc dutles ?he—bﬂi—aisw
Spe ifica SLHO es—SWIE H £es o—secure—directs ap v RSHFaFee n

PP OREN, U OAP PGP 1 o o od-ta-ba A
& o4 asSoragty = CrO-D aredote,

- 8. The bill speeifies that certain statutorily created funds are not included in
the SIF. € This 14 o Ychnid e & SehfaaAie

9. Current law requires SWIB's executive dlrector chief investment officer, and

each investment director to file a bond for the fa1thful performance of that persons

dutiesp Under this bill, aperfors rarce-bpad G dividals

+ +he Swore 'i-rw.t!i-i

required-by-the-SWB-trustees.

10. The bill modifies the schedule for a certain biennial reportmg TEQUITEINENT) 4,
of SWIB relating to investments in this state. Re .

11. The bill includes additional changes to clarify and modernize certain
statutory provisions, as well as nonsubstantive and technical changes.

The people of the state of Wisconsin, represented in senate and assembly, do A"”‘-’m,ﬁ

enact as follows:

SECTION 1. 25.01 of the statutes is renumbered 25.01 (intro.) and amended to
read:

25.01 Definition Definitions. (intro.) In this chapter, unless the context
requires otherwise;—beard-";

(1) “Board” means the investment board.

SecTION 2. 25.01 (2) of the statutes is created to read:

25.01 (2) “Fund,” when referring generally to fundsiincluded under s. 25.17 (1),
includes a trust.

SEcCTION 3. 25.14 (1) (a) 1. of the statutes is amended to read:

25.14 (1) (@) 1. The state life insurance fund.
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SECTION 4
1 ‘ SEcTION 4. 25.14 (1) (a) 19. to 23. of the statutes are created to read:
2 25.14 (1) (a) 19. The local government property insurance fund.
3 20. All funds of the historical society that are available for investment as
4 determined by the society under s. 25.17 (3) (c).
5 21. The environmental improvement fund.
6 22. The transportation infrastructure loan fund.
7 23. The veterans trust fund.
8 SECTION 5. 25.14 (5) of the statutes is amended to read:
9 25.14 (5) " The assets of the state investment fund shall be invested as

10 preseribed authorized by s- ss. 25.17 (3) (b), (ba). and (bd), 25.18, as applicable, and

11 25.183.

12 SECTION 6. 25.15 (2) (intro.) of the statutes is amended to read:

13 25.15 (2) STANDARD OF RESPONSIBILITY. (intro.) Except as provided in s. 25.17
14 (2) & and (3) (c), the standard'of responsibility applied to the board when it invests

15 manages money or and property shall be all of the following:

16 SecTION 7. 25.15 (2) (a) of the statutes is amended to read:
17 25.15 (2) (a) To invest-sell-reinvest-and collect-income-andrents manage the
18 money and property with the care, skill, prudence and diligence under the
19 circumstances then prevailing that a prudent person acting in a similar capacity,
20 with the same resources, and familiar with like matters exercises in the conduct of
21 an enterprise of a like character with like aims.
22 SEcTION 8. 25.15 (3} of the statutes is amended to read:
23 25.15 (3) EXEMPTION. Seetion-881.01 Except as provided ins. 25.17 (3) {c). ch.
24 881 does not apply to investments by the board. Norz :
D Yetul

poys

25 SECTION 9. 25.156 (10)433&(7& the statutes are created to read:
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SECTION 9
1 25.156 (10) The provisions of s. 895.46 (1) apply to the members of the board.
2 | -AH—Notwithstanding s-16-865-(53-therembers-of the board shall iave tir
3 ed tzda"
4
5 SECTION 10. 25.16 (4) of the statutes is amended to read:
6 25.16 (4) The executive director shall take the official oath and the executive
7 director, chief investment officer, and each investment director shall fif-required-by
8 ﬂ%e—membe@s—gﬁ-da&bgapdl file a bond for the faithful performance of that person’s

duties}in such amount and with such sureties as)the members of the board require.
10 ?’Y SecTION 11. 25.17 (1) (eq) of the statutes is created to read:

e, ¢ 25.17 (1) (eq) Environmental improvement fund (s. 25.43), but subject to sub. ~——_
No1 ‘0
Taset mew 250 () (QC) H=allf Laswrane Erst- W \

/\‘Q}‘ﬂg?. (2) (d); Fpl.dm A»g,«!-l\er-*a renpanies ) bt sub*cd- LLIETH AN
P‘}/ T’;;TION 12. 25.17 (1) (jt) of the statutes is created to read: g
14 25.17 (1) (jt) Mediation fund (s. 655.68);

15 SECTION 13. 25.17 (1) (1) of the statutes is amended to read:

16 25.17 (1) (r) State housing authority reserve fund (s. 25.41), but subject to sub.

17 (2) (c);

18 SEcCTION 14. 25.17 (1) (vb) of the statutes is created to read:

19 25.17 (1) (vb) Transportation infrastructure loan fund (s. 25.405), but subject

20 to sub. (2) (e);

21 SEcTION 15. 25.17 (2) (a) to (e) of the statutes are amended to read:

22 25.17 (2} (a) Invest Have authority to invest any of the funds specified in sub.

AN
[¥8)

(1), except operating funds, the capital improvement fund and, the bond security and

redemption fund, the industrial building construction loan fund. and any

Do
i~

25 redemption fund established under s. 18.561 (5) or 18.562 (3). in loans to the
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SECTION 15

Wisconsin University Building Corporation, the Wisconsin State Colleges Building

2 Corporation or the Wisconsin State Public Building Corporation, but only if the loans
3 are secured by mortgages upon property owned by the respective corporations
4 producing sufficient income to retire the mortgage over the term of the loan or are
5 secured by the pledge of rentals sufficient in amount to retire the indebtedness. The
6 board shall make no loans to any building corporation described in this subsection
7 except under the conditions prescribed in this paragraph, or except as otherwise
8 provided in par. (b). Thése loans shall be made only when in the judgment of the
9 board it is to the interest of the funds to do so, except that loans made under par. (b)
10 shall be made at the direction of the building commission.
are. Hu authpdsto
V (b) /( Hivest the state building trust fund in loans to the Wisconsin State Public
12 Building Corporation, to the Wisconsin University Building Corporation, and to the
13 Wisconsin State Colleges Building Corporation. Except for interim loans for
14 construction, or other temporary financing for the purchase of lands, planning,
15 including both engineering and financing, and all other expenses incidental to any
16 of the foregoing, loans under this paragraph shall be secured by a pledge and
17 assignment of net revenues derived from the operation of buildings by the borrowing
18 corporation on lands leased or conveyed to the corporation. Any loan under this
19 paragraph shall be made upon the direction of the building commission, and the
20 board is relieved of any obligations relevant to prudent investment of the fund.
21 including those set forth under s. 25.15 (2).
22 {0 Invest the State Housing Authority reserve fund as directed by the
23 Wisconsin Housing and Economic Development Authority in housing rehabﬂitatien
24 loan program bonds of the authority including subordinated bonds that may also be
25 special obligations of the authority. In making the investment, the board shall accept
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SECTION 15

the terms and conditions as the authority spécifies and is relieved of any obligations
relative relevant to prudent investment of the fund, including those set forth under
eh-—881s. 25.15 (2).

(d) Invest the environmental improvement fund, and collect the principal and
interest of all moneys loaned or invested from the environmental improvement fund,
as directed by the department of administration under s. 281.59 (2m). In making
investments under this paragraph, the board shall accept any reasonable terms and
conditions that the department of administration specifies and is relieved of any
obligations relevant to prudent investment of the fund, including those set forth
under €b—881 5. 25.15 (2).

(e) Invest the transportation infrastructure loan fund, and collect the principal
and interest of all moneys loaned or in\;ested from the transportation infrastructure
loan fund, as directed by thé department of administration under s. 85.52 (4dm). In
making investments under this paragraph, the board shall accept any reasonable
terms and conditions that the department of administration specifies and is relieved
of any obligations relevant to prudent investment of the fund, including those set
forth under eh—881 s. 25.15 (2).

SECTION 16. 25.17 (2) (g) of the statutes is created to read:

25.17 (2) (g) Notwithstanding any other provision of this chapter, invest any
funds that\the building commission directs the board to invest by resolution under
s. 18.04 (6) (\iv) as specified by such resolution. In making investments under this
paragraph, the board shall accept the terms and conditions specified in the
resolution and is relieved of any obligations relevant to prudent investment of the
fund, including those set forth under s. 25.15 (2).

SecTION 17. 25.17 (3) (a) of the statutes is amended to read:
Iﬁsgg:{' NED\Q[:’ @/m Hi{l&fp MVIB‘ ﬁ
ot i >STHLY) i ¥his druf? e T

e
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SECTION 17

25.17 (3) (@) Invest-the coreretirement investment trust; Have authority to

invest the state life insurance fund, local government property insurance fund.

veterans trust fund, and injured patients and families compensation fund in loans,
securities, and any other investments authorized by s. 620.22, and in bonds or other
evidences of indebtedness or preferred stock of companies engaged in the finance
business whether as direct lenders or as holding companies owning subsidiaries
engaged in the finance business. ln%s%ment—s—pe%mﬁted%y—s&b#l}—a%e—pe;m}&ed

SEcTION 18. 25.17 (3) (b) (intro.), 3., 4. and 5. of thei statutes are amended to
& b Secwsd Hpudepphi Fest P

Iffave authority to invest any of the fgés over Wthh

read:

25.17 (3) (b) (intro.)

Y sttt st

it has investment authontyfgther than the funds 1dent1fled in sub. ( 3) (a) the-beﬂd

see&ﬁfv—aﬂd"re&eamaﬁeﬁ—fuﬁdl x \
vaﬁa*b}e-reﬁfemeﬂf—-a%@s%meﬁ%%fﬁs-tﬂ mcludmg but not hmlted to the state

investment fund and surplus funds of the state building trust fund not invested

under sub. (2) (b) and not in the state investment fund, in:
3. Unsecured-netes—of-financial-and-industrial-issuers Debt instruments

maturing within 5 years or less from the date of settlement and having one of the 2

highest short—-term ratings given by a nationally recognized statistical rating service

organization, but if the eerporation entity issuing such netes debt instruments has
any long—term senior debt issues outstandirig which also have been rated, the rating
must be one of the 3 highest ratings so given. 5; 4

4. Certificates of deposit that are issued by;banks lecated doing business in the

United States and by savings and loan associations, savings banks, and credit unions
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institution must meet to quahf\x'under this subdivisions “‘;{ LD

5. Bankers acceptances accepted by banks lecated éoing business in the United

States.
SecTIiON 19. 25.17 (3) (b) 7. of the statutes is repealed.

SecTION 20. 25.17 (3) (ba) of the statutes is amended to read:

.25.17 (3) (ba) Imvest Have authority to invest the funds included in the state

/”

investment fund ereated-by-s-—25-144 in lo ; colateral security-in-the formof
i
£

including repurchase agreements. that are collateralized by investments authorize%a‘/
by sub. (3) (b) where the market value of the collateral security is not less than 102

percent of the principal amount of each such loan dees-not-exceed-98% of the-market

value-ofsuch-collateral-seeurity or such other amount as the board may establish by

rule.

SECTION 21. 25.17 (3) (bd) of the statutes is amended to read:

25.17 (3) (bd) Have authority to invest any funds ineludable inclﬁded in the
state investment fund, other than the industrial building construction loan fund, in
loans, securities, or investments which are in addition to those permitted under any
other statute but within the board standard of responsibility under s. 25.15 (2). The
total amount of loans, securities, and investments made under this paragraph may

not exceed +8% 10 percent of the aggregate value of all funds ineludable included in

the state investment fund unders-25-14-{1) at the time that the investment is ma
SECTION 22. 25.17 (3) (bh) and (d) of the statutes are repealed.

SECTION 23. 25.17 (3) (dg) (intro.) of the statutes is repealed.

de.

/

o
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SECTION 24
SECTION 24. 25.17 (3) (dg) 1. of the statutes is renumbered 25.17 (3) (b) Im. and

amended to read:

25.17 (3) (b) 1m. Direct obligations of the United-States-and-of agencies-of-and

federal

land banks, federal home loan banks, the central bank for cooperatives, and banks

for cooperatives or unincorporated cooperative associationss-international-bank-for

SECTION 25. 25.17 (3) (dg) 2. of the statutes is renumbered 25.17 (3) (b) 7m. and

amended to read:

25.17 (3) (b) Tm. Commercial paper maturing within one year or less from the
date of investment and rated prime by the-natienal-credit-effice a nationally
recognized statistical rating organization, if the issuing corporation has one or more

long—-term senior debt issues outstanding, each of which has one of the 3 highest

ratings issued by #
nationally recognized statistical rating organization.

SECTION 26. 25.17 (3) (dg) 3. of the statutes is repealed.

SECTION 27. 25.17 (3) (dm) of the statutes is repealed.

SECTION 28. 25.17 (3) (f) of the statutes is amended to read:

25.17 (3) () Every Hold every investment shall-be-held as an asset of the fund
by which it is purchased and, except as otherwise provided by law, the loss or gain
shall inure thereto.

SECTION 29. 25.17 (3) (g) of the statutes is amended to read:
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1 25.17 (3) (g9 All Have under its management and control all loans, securities,
2 and other investments in which moneys of any such fund, including the general fund,

3 e invested-shall-be-under-the management-and-control of the beard.

4 SecTION 30. 25.17 (4) of the statutes is repealed.

5 SecTION 31. 25.17 (5) of the statutes is amended to read:

6 25.17 (5)

7

8

9
10 the-limitations-impeosed-by-sub—{4}-apply—Assets Invest the assets of the variable
11 retirement investment trust shall-be-invested created under s. 40.04 (3) primarily in
12 equity securities that shall may include common stocks, real estate or other
13 recogniied forms of equities whether or not subject to indebtedness, including

g 14 securities convertible into common stocks and securities of corporations in the
§ 15 venture capital stage. The board may, however, temporarily invest assets of the

1 variable retirement investment trust in investments that are authorized under sub.
17 (3), but the assets so temporarily invested shall be replaced by equity securities at
13 the earliest time considered by the board to be practicable considering the then
14
20

SECTION 32. 25.17 (6) of the statutes is amended to read:

25.17 (6) Notwithstanding any other statute, have authority te'fnake transfers

from the variable retirement investment trust to the core refirement investment

st under s. 40.04 (7) may-be-made in cash or securities or
g i
s YRAE ﬂ""g“”‘ Violaote Ho Stimtans ff foeprstbldfbpccfud

i~ S. Qe. /3‘(3' .

th. as determined by
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SECTION 32
the board. The board shall determine market values for securities in the variable
retirement investment trust as of the close of business on the last working day
preceding a transfer. If securities are transferred, to the extent determined feasible
by the board, a proportionate amount of all securities in even hundreds of shares of
stock or even thousands of par value of bonds in the variable retirement investment

trust shall be transferred. The board may hold or sell the transferred securities as

it determines appropriate considering market and economic conditions. Any

SecTION 33. 25.17 (7) (a) and (b) of the statutes are amended to read:

25.17 (7T) (a) Mortgages on real estate outside of this state may be made to, and
the title to real estate outside of this state may be acquired in the name of, a trustee
under a trust agreement between the board and a bank, credit union, savings and
loan association, savings bank, or trust company organized under the laws of the
United States or any state having a combined capital and surplus of at least

$25,000,000;, and <

may be assigned or conveyed to the trustee under an appropriate trust agreement
between it and the board.

(b) Loans, securities, and investments may be purchased or held in the name
of, or transferred to nominees of, one or more banks or trust companies meeting the
requirements of this seetion paragraph under a custodial agreement between the

board and each such bank or trust company. Any such bank or trust company shall
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SEcTION 33

be organized under the laws of the United States or any state thereof and any such

bank or trust company notlecated doing business in Wisconsin shall have a combined

capital surplus and undivided profits of at least $100,000,000. Foreign loans,
securities, and investments may be purchased or held in the name of, or transferred
to nominees of, foreign sub-custodians of any such bank or trust company.

SECTION 34. 25.17 (10) of the statutes is amended to read:
Jk. o 15

25.17 (10) If a building constltuf{}éfs any part of the security for a loan made by
the board under s- Mﬂ.% (2)/ or under s. 25.182, keep the

building shall-be-kept insured for at least the unpaid amount of the loan or any larger

amount that may be necessary to comply with any coinsurance clause inserted in or
attached to the policy. When the full insurable value of the building is less than the
unpaid amount of the loan, the building shall be kept insured for the full insurable
value of the building.

SecTIiON 35. 25.17 (12) (a) and (b) of the statutes are amended to read:

25.17 (12) (a) The commissioner of insurance in the investment of the state

local government property insurance fund;

(b) The commissioner of insurance, the state treasurer, the secretary of state
and the attorney general in the investment of the state life insurance fund;
SECTION 36. 25.17 (12) (c) and (13) of the statutes are repealed.

SECTION 37. 25.17 (15) of the statutes is repealed.

SECTION 38. 25.17 (63) of the statutes is created to read:
25.17 (63) If requested by the Health Insurance Risk—-Sharing Plan Authority,
invest funds of the Health Insurance Risk-Sharing Plan Authority in the state

investment fund.

SECTION 39. 25.17 (65) of the statutes is repealed.

\\J Mirye %o
&w TEN! ?‘(3;(4\
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SECTION 40

SECTION 40. 25.17 (70) (intro.) of the statutes is amended to read:

25.17 (70) (intro.) No later than June-30 December 31 of every edd—numbered

even-numbered year, after receiving a report from the department of commerce
under s. 560.08 (2) (m) and in consultation with the department of commerce, submit
to the governor and to the presiding officer of each house of the legislature a plan for
making investments in this state. The purpose of the plan is to encourage the board
to make the maximum amount of investments in this state, subject to s. 25.15 and
consistent with the statutory purpose of each trust or fund managed by the board.

The plan shall discuss potential investments to be made during the first-to-5th-fiseal

years-following 5 calendar years beginning with the year after submittal, and shall
include, but not be limited to, the following:

SECTION 41. 25.17 (70) (b) (intro.) of the statutes is amended to read:

25.17 (70) (b) (intro.) Nonbinding management objectives for each fiseal
calendar year stated’, as appropriate, as a dollar amount or as a percentage of the
total amount of all investments made by the board, for the following:

SECTION 42. 25.17 (70) (d) of the statutes is amended to read:

25.17 (70) (d) Comments solicited from the secretary of commerce and received
by the board on or before May-31 November 30 of the year of submittal.

SeEcTION 43. 25.18 (1) (e) of the statutes is amended to read:

25.18 (1) (e) Take such action as may be necessary to make investments in
mortgage loans or in the purchase of interests in real estate in any other state or ia

GCanada any other developed country in which investment is authorized, including

but not excluding because of enumeration, qualifying to do business, filing reports,
paying franchise, license or other fees and taxes, designating agents, designating an

office and subjecting itself to suit. -
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SEcCTION 44

25.18 (1) (o) Invest any of the assets of the permanent endowment fund in any

.;‘
investment that |is an authorized investment for assets in the core retirement

investment trust —25- or @the variable retirement investment
stes

trust under s@_&ﬁ__—i‘ﬂj‘

SECTION 45. 25.182 of the statutes is created to re@d

25.182 Management authority fo n addition to the
management authority provided under any other provision of law, and
notwithstanding any limitation on the board’'s management authority provided

under any other provision of law, the board shall have authority to We\

money and property of the core retirement investment truéttandﬁa.smable

resp0n31b1hty specified in s. 25 15 (2); %%%

SEcCTION 46. 25.183 (1) (a) 6e. § the statutes is amended to read: ?\\\/

25.183 (1) (a) 6e. Any collateralized mortgage obligation or other asset—backed
security which either has one of the 2 highest ratings given by a nationally
recognized statistical rating serviee organization or is backed or collateralized by
insured instruments, guarantees or pledges of the federal government, this state or
an agency of the federal government or this state.

SECTION 47. 25.183 (1) (@ Gm. a. of the statutes is amended to read:

25.183 (1) (a) 6m. a. The counterparty to the transaction is rated in, or has
outstanding long~term debt which is rated in, one of the 2 highest ratings given by
a nationally recognized statistical rating service organization.

SecTION 48. 560.08 (2) (m) of the statutes is amended to read:
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SECTION 48

1 560.08 (2) (m) No later than January-1 November 30 of each edd—numbered
2 even-numbered year, submit to the investment board a report describing the types
3 of investments in businesses in this state which will have the greatest likelihood of

4 enhancing economic development in this state.

5 (END)




